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DEPARTMENT OF DEFENSE - MILITARY 

ADMINISTRATIVE CONTROL OF FUNDS 

improvements Needed in Processing and Collecting Separation Debts 
(FOD, 4-23-80) 

Department of the Alr Force 

Budget Funetlon: Financial Management and Information Systems (I 100) 

A review was made of the procedures for handling separa- 
tion indebtedness at the Air Force Accounting and Finance 
Center. 
Flndlngs/Concluslons: The Claims Division’s adjudication 
of debt cases is often unnecessary and causes undue delay 
in initiating debt collection efforts. The process is also quite 
costly. A poor collection rate is the logical conclusion of the 
Air Force’s leniency towards debtors. Of the approximately 
$13 million in fiscal year 1978 debts available for Center 
collection, only about $2.6 million was actually collected, 
with writeoffs constituting about $2.9 million. 
Recommendations: In order to hasten the adjudication 
process, the Air Force should correct the Joint Uniform Mili- 
tary Pay System’s (JUMPS) programming problems to 
properly handle withholding tax, fines, and forfeitures. Until 
program corrections are effected, flags should be built into 
the system to signal cases requiring review, and possibly 
adjustment. Debt case information should be electronically 
tranferred from the JUMPS to the Receivables Branch and 
adequate safeguarding of all debt information should be as- 
sured. Separated members’ pay accounts should be shut 
down automatically when other authorizing documentation 
is missing by the use of separation travel pay or other posi- 
tive Accounting and Finance Office input. To accomplish 
greater collection success, the Air Force should: (1) make 

arrangements with the credit bureau network for reporting 
delinquent debts; (2) revise collection letters to inform debt- 
ors that if debts are not paid on time, interest will be as- 
sessed and the credit bureau network will be notified; (3) 
offer waivers only when appropriate; (4) offer debt 
compromise only when responding debtors can demon- 
strate limited repayment ability, or when litigative risks or 
costs dictate such action; and (5) use credit reports and 
debtor locator services more extensively. 

Agency Comments/Action 

The Commander, Air Force Accounting and Finance 
Center, generally agreed with the thrust of the recommen- 
dations. Interim manual review procedures were established 
and target dates for instituting computer program changes 
have been set. 

Appropriations 

Military personnel - Air Force 

Appropriations Committee Issues 

Improved collection policies and procedures could reduce 
writeoffs of separation indebtedness. 



DEPARTMENT OF DEFENSE - MILITARY 

ADMINISTRATIVE CONTROL OF FUNDS 

Review of Federal Agencies’ Gift Funds 
(FGMSD-80-77. 9-24.80) 

Departments of Defense, State, and Health and Human Services, Office of Management and Budget, and Library of Congress 

Budget Function: Financial Management and information Systems: Accounting Systems in Operation (1101) 
Leglslatlve Authority: 46 Comp. Gen. 689. 

GAO was requested to review the larger gift funds managed 
by Federal agencies, including fund balances, sources of in- 
come, and purposes of expenditures with particular em- 
phasis on travel and entertainment. 
Findings/Conclusions: During fiscal year 1979, 4 I Govern- 
ment agencies received a total of $21.63 1,000 classified as 
gift revenue. The revenue was derived from a variety of 
sources, including private individuals, corporations, and 
nonprofit organizations. In addition to donations, income 
such as honoraria, travel reimbursements, and funds re- 
ceived under agreements between Federal agencies and 
nongovernmental organizations is also classified as gift 
revenue. The agencies have great flexibility in using gift 
funds depending on their needs. GAO evaluated selected 
gift fund disbursements in light of this broad discretion, and 
found that the funds were generally used to further agency 
goals. Because gift funds are financed by private sources, 
they do not go through the appropriation process as would 
other agency funds. Thus, Congress is not involved in set- 
ting funding limits or priorities for gift fund activities. In ad- 
dition, Congress receives only minimal information about 
gift fund activities. 
Recommendations: In view of the lack of gift fund informa- 
tion available to Congress, the Office of Management and 

Budget should: (I) require Federal agencies to more fully 
disclose gift fund operations in their budget submissions; 
(2) review agency budget submissions to assure that report- 
ing requirements are met; and (3) develop Government- 
wide criteria for the solicitation, receipt, and use of gift 
funds. 

Agency Comments/Action 

No agency comments were received as of October 15, 
1980. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should determine whether any gift funds 
are being used to supplement appropriated fund activities 
and, if so. establish the amount. The Committees should 
also include restrictions in appropriation language to pre- 
clude the use of gift funds to supplement areas in which 
budget restrictions are specifically requested. 
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DEPARTMENT OF DEFENSE - MILITARY 

CIVILIAN PERSONNEL 
MILITARY MANPOWER 

Military and CivIlian Managers of Defense Manpower: Improvements Possible in Their Experience, Training, and 
Rewards 
(FPCD-79-1, 2-16-79) 

Departments of Defense, the Navy, the Army, and the Alr Force, and Offlce of Personnel Management 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authorlty: Legislative Reorganization Act of 1970. B-125037 (1978). DOD Instruction 1430.1. 

Volume 1 of this report addresses the effect of service staff- 
ing policies and practices on the qualifications of defense 
manpower and personnel managers; both military officers 
and civilians. Needed improvements in defense manage- 
ment of the manpower and personnel functions have been 
pointed out in many past GAO reports. In addition, recent 
passage of the Civil Service Reform Act delegates more per- 
sonnel management responsibility to the Department. 
Volume 2 of the report consists of appendixes dealing with: 
(1) the objectives and results of a questionnaire on man- 
power development; (2) perceptions of training value; (3) 
professional activities; and (4) special analyses of organiza- 
tional effectiveness and training strengths and weaknesses. 
FindlngslConclusions: Varying service practices in many 
cases preclude the development of manpower and person- 
nel management expertise, while, at the same time, those 
managers having such qualifications are not always reward- 
ed for them by their organizations. Department of Defense 
(DOD) manpower and personnel organizations should be 
staffed with knowledgeable and experienced officers who 
are allowed to stay in one assignment for an appropriate 
time. When career management systems are successful, 
both the organization and the individual benefit. 
Recommendations: The Secretary of Defense should make 
sure that all services have established both a manpower of- 
ficer career field and a personnel management officer 
career field to attract, develop, retain, and reward profes- 
sional managers. The career fields should have established 
standards of background, education, required training, prior 
experience, and tenure. In addition, the services should 
specify certain manpower and personnel positions as the e- 
quivalent of command and operational experience and in- 
struct promotion boards to consider such assignments as 
meaningful equivalent experience for advancement. The 
Secretary of Defense should also make sure that all services 

establish viable, complete, and timely career management 
systems for civilians in both the personnel and manpower 
functions and include employees working in the military 
personnel function. The programs should emphasize indi- 
vidual development and career progression equally with 
management information and control. 

Agency Comments/Action 

Defense generally agreed with the recommendations. It said 
the study provides a good summary of the attitudes, opin- 
ions, and developments of military and civilian managers of 
manpower and personnel, and provides an additional base 
for continuing to improve these important programs. It 
took exception to some of the report’s conclusions. 

Appropriations 

Military personnel - Department of Defense, Air Force, 
Army, Navy 
Operation and maintenance - Department of Defense, Air 
Force, Army, Navy 

Appropriations Committee Issues 
Defense manpower and its associated problems (as repeat- 
edly pointed out in past GAO reports) demand fully trained, 
full-time, and motivated military and civilian manpower and 
personnel managers. Service practices, however, make the 
development of such professionals unlikely. Traditional off?- 
cer assignment practices and existing civilian career pro- 
grams hinder the development of manpower and personnel 
expertise. Managers having the expertise are not rewarded. 
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DEPARTMENT OF DEFENSE - MILITARY 

CIVILIAN PERSONNEL 

Review of the Job Enrichment Program at Ogden Air Logistics Center 
(FPCD-78-77, 9-6-78) 
Department of the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement G contracts) (0051) 

The job enrichment program at the Ogden Air Logistics 
Center, Utah, was initiated in January 1974 under contract 
to Herzberg and Associates to increase workforce produc- 
tivity by restructuring jobs to provide workers with increased 
accountability, responsibility, communication, and feed- 
back on the acceptability of their performance. The pro- 
gram was also designed to increase job satisfaction and 
quality of working life. Because of sizable reported savings 
and productivity gains, the program is being implemented 
throughout the Air Force Logistics Command (AFLC). 
FindlngslConcluslons: A review of the program revealed 
that, at the inception of the program, there was no definitive 
plan to systematically evaluate its impact. Little evaluation 
was accomplished and, where it was attempted, evaluation 
was not adequate to show overall program impact. The pro- 
gram costs tended to be understated and reported savings 
overstated. A plan for a 3-year systematic evaluation of pro- 
gram costs and benefits was delayed because of resistance 
from union officials to one of the data collection devices. It 
appears that AFLC does not know the extent to which the 
program is achieving the goals for which it was designed. 

Recommendations: Further expansion of job enrichment 
within the AFLC and the Department of Defense should be 
limited to demonstration-type projects which are subject to 
sound evaluation procedures until favorable program 
results can be documented. 

Agency Comments/Action 

The Commander, AFLC, has directed continuation of the 
evaluation program, including validation of evaluation 
methodology and data collection activities by the Air Force 
Audit Agency. During fiscal year 1980, the Air Force com- 
pleted two reports evaluating its experience with the job en- 
richment concept. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

Work force productivity gain could produce sizable savings. 



DEPARTMENT OF DEFENSE - MILITARY 

COMPENSATION 

Army Guard and Reserve Pay and Personnel Systems Are Unreliable and Susceptible to Waste and Abuse 
(FPCD-80-30, X-28-80) 

Departments of Defense and the Army 

Budget Function: National Defense: Military Pay (0060) 
Leglalatlve Authorlty: 37 USC. 204. 10 U.S.C. 683. 

The Army Guard and Reserve payroll is about $1.3 billion. 
The Reserve drill pay system operates on an exception 
basis, with Guard and Reserve personnel being automati- 
cally paid for scheduled drills unless the unit reports them 
absent. Many Guard and Reserve units have abused attend- 
ance reporting by recording absent members as present at 
drill assemblies to show high attendance levels. Aside from 
erroneous payments made for drills not attended, reservists 
and guardsmen are also being paid by both the Active Army 
pay system and the Reserve pay system. Duplicate and 
overlapping payments occur when more than one claim is 
submitted For the same period of active duty for training 
and when reservists are counted present and paid for unit 
drill assemblies when they are away on active duty for train- 
ing. 
FlndlngslConcluslons: It is estimated that between 5,500 to 
6,000 reservists and guardsmen who are discharged each 
year may be indebted as much as $744,000 for payment 
for drills they did not attend. Furthermore, the Army has 
detected over a half million dollars in duplicate payments to 
3,678 members during the last 2 years. Management con- 
trols over the payroll and related personnel systems are not 
adequate to prevent the erroneous payments. In addition, 
vital personnel strength information maintained in the pay 
and personnel systems is frequently inconsistent, inaccu- 
rate, and can adversely impact budget and mobilization 
plans. The reliability of the information in the pay and per- 
sonnel systems is questionable primarily because data are 
not updated in a timely manner or information is lost, re- 
jected, or erroneously changed. 
Recommendations: The Secretary of the Army should: 
direct the U.S. Army Finance and Accounting Center 
(USAFAC) to automatically assign members to a nonpay 
status after they have been absent from drills for 3 consecu- 
tive months; require USAFAC to establish responsibility and 
procedures for eliminating conditions which allow Reserve 
and Guard members to be paid by both the Joint Uniform 
Mikary Pay System-Reserve Components and. the Active 
Army pay system; direct USAFAC to upgrade its computer 
program edits to detect errors identified in this report and 
develop methods to prevent pay transactions from by- 
passing program edits except in unusual circumstances 
and with high level approval; insure that Army Guard unit 
technicians do not have control over all processing func- 
tions with no feedback to unit commanders on changes 
made in the pay records; direct USAFAC to develop 
management reports for unit commanders and major Army 

commands that will provide timely and useful feedback on 
drill participation and pay transactions processed for unit 
members; develop an educational program for unit person- 
nel on the importance of accurate attendance reporting and 
the consequences to expect for submitting erroneous re- 
ports; require the pay system to be redesigned to provide 
for positive reporting and processing; clarify regulations 
specifying the disbursing station for each unit; direct 
USAFAC to study the possibility of incorporating additional 
information in its tax data file from the disbursing offices to 
detect duplicate and overlapping payments for active duty 
for training and drill assemblies; direct the U.S. Army Forces 
Command to instruct all disbursing stations to institute a 
card system to prevent duplicate payments; direct the three 
accounting stations to refer any suspect duplicate pay- 
ments to the Army’s Criminal lnvestigation Division for pos- 
sible fraudulent submissions; review and modify existing 
procedures to improve the timeliness, flow, and accuracy of 
source data needed for entering and deleting members 
from the pay and personnel systems; initiate actions to re- 
move members from the rolls who do not meet established 
Army attendance standards; develop programs to readily 
verify or correct data in the systems as the need arises; and 
reconcile on a regular basis the pay and personnel data vital 
to management needs for the National Guard and Reserve. 

Agency Comments/Action 

The Army agreed with the findings and the vast majority of 
the recommendations. It advised GAO that corrective action 
will be taken, including: (1) establishing an automated inter- 
face between the active Army and Reserve pay systems to 
prevent payments to the same individual by both systems 
(to be completed by early 1981); (2) redesigning the reserve 
drill pay system to a positive reporting system (full imple- 
mentation expected by June 1981); (3) incorporating addi- 
tional computer edits (to be completed by September 
1980); (4) upgrading tax data files for use in detecting du- 
plicate and overlapping payments (to be compeleted by De- 
cember 1980); and (5) removing members from the payroll 
who do not meet established Army attendance standards 
(to be accomplished by June 1980 and on a regular basis 
thereafter). 

Appropriations 

Military personnel - Army 
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Appropriations Committee Issues 

The Appropriations Committees should monitor the Army’s 
progress in improving the National Guard and Reserve pay 
and personnel systems. 
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DEPARTMENT OF DEFENSE - MILITARY 

COMPENSATION 

Milifary Exchange Systems: How They Can Provide More Benefits for Military Personnel 
(FPCD-80-50, 7-18-80) 

Departments of Defense, ‘he Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Leglslatlve Authority: Department of Defense Appropriation Acts, 1980. 

Difficulties in recruiting and retaining personnel in the all- 
volunteer Armed Forces are causing Department of De- 
fense (DOD) officials to seek ways to increase benefits to 
service personnel and make military life more attractive. 
Military exchanges provide authorized customers with arti- 
cles and services at the lowest practicable prices and are a 
source of funds for other types of morale, welfare, and rec- 
reation (MWR) activities. The exchanges are organized into 
three separate worldwide systems. Consolidation and cen- 
tralization of these systems and alternative funding prac- 
tices could reduce costs and improve benefits. DOD did not 
follow up on previous agency reports which recommended 
consolidation because they were not convinced that large 
savings would occur. It believed the consolidated system 
would be unmanageable and unsupported by Congress, 
and other matters took higher priority. Some consolidation 
has taken place by the integration of the Army and Air 
Force exchange systems and consolidation of the services’ 
catalog business. If DOD did not require exchange systems 
to help fund other MWR activities, these systems could 
operate without appropriated-fund support and focus on 
providing goods and services to military personnel at the 
lowest practicable prices. This would establish customer- 
savings goals rather than profit goals. If the exchanges paid 
all of their expenses now charged to appropriated funds 
rather than providing funds for other activities, they would 
have more than enough to be self sufficient. Unless specifi- 
cally asked, DOD does not inform Congress of the amount 
of exchange profits, how these funds are distributed, and 
the use of exchange dividends by the services. DOD offi- 
cials oppose changing current funding practices primarily 
because they believe Congress would not fund MWR activi- 
ties at their current levels. GAO believes Congress would 
have provided a lesser amount to fully fund activities had 
DOD justified them for the morale and welfare of service 
personnel and had it explained that alternative funding was 
more costly. 
Flndlnga/Concluslons: The financial advantages and the 
desirability of consolidating exchange functions have been 

identified in three other independent studies. In view of the 
potential for substantial benefits to military personnel, GAO 
believes it is time for DOD to take a strong leadership role in 
assessing the benefits of consolidating and centralizing ex- 
change functions in whole or in part. The Coordinating 
Committee or a similar study group could assess this on a 
function-by-function basis, followed by promptly identifying 
the benefits without waiting for the entire exchange system 
to be reviewed. GAO believes that by changing the funding 
practices MWR activities could improve benefits to military 
personnel. Without the requirement to provide funds for 
other MWR activities, the exchanges could concentrate on 
their primary mission of providing goods and services to 
military personnel at the lowest practicable prices. 
Recommendations: To reach a decision on consolidation, 
the Secretary of Defense should direct the Armed Forces 
Exchange Coordinating Committee or a similar study 
group to identify the potential cost savings, the improved 
benefits to service personnel, and the feasibility of consoli- 
dating the three Defense exchange systems in whole or in 
part. The analyses should include quantifying attainable 
savings and improved benefits to service personnel, and as- 
sessing Defense and service officials’ concerns about con- 
solidation and the most appropriate method for addressing 
them. The Secretary of Defense should eliminate the re- 
quirement to distribute exchange profits as a source of 
funds for other MWR activities; require the exchange sys- 
tems to reimburse appropriations for costs incurred in sup- 
port of exchange operations; and budget for and justify to 
Congress the full cost of activities now partially funded with 
exchange profits. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Savings in personnel and transportation can be achieved 
through consolidation of exchange functions. 
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DEPARTMENT OF DEFENSE - MILITARY 

DEFENSE DECISION MAKING PROCESS 

Models, Data, and War: A Critique of the Foundation tor Defense Analyses 
(PA D-80-21. 3-12-80) 

Departments of Defense, the Army, the Air Force, and the United States Marine Corps 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The executive branch of the Government has institutional- 
ized quantitative methodology as a tool for budgeting and 
logistical decisionmaking. While quantitative analysis has 
considerable potential in both objective and subjective ap- 
plications, the recognition of whether a specific application 
is based on scientific fact or “quantified judgment” is of 
great importance in the context of decisionmaking. GAO 
examined the nature of quantitative methods such as cost- 
effectiveness analysis, defense logistics, and computer 
modeling, and some of the problems involved in their use 
for the analysis of public policy issues. The study focused 
on efforts by the Department of Defense (DOD) to analyze 
conventional ground and tactical air force requirements by 
mathematical-statistical means through combat models, 
expert judgment, empirical data, and a quantitative theory 
of combat. 
FindlngsXonclusions: From a scientific point of view, the 
present understanding of war is in a relatively primitive state. 
While basic research aimed at understanding the funda- 
mentals of combat is needed, quantitative or numerical 
techniques have not been systematically applied toward this 
end. Thus, the full potential of quantitative analysis for the 
improvement of DOD decisionmaking has not been real- 
ized. To realize this potential, DOD decisionmakers must 
act on the premises that (1) quantitative decisionmaking is 
beneficial only when it embodies, rather than replaces, ex- 
pert judgment and objective fact; (2) analyses may give the 
appearance of scientific work but may not have been sub- 
jected to the normal evaluative standards of science; (3) the 
theory and supporting data employed in a particular study 
may not equal the quality of the analytic tool; and (4) the as- 
sumptions and limitations of the analysis must be made a 
part of any study report. 
Recommendations: The Secretary of Defense should 
reassess the adequacy of current practices in the manage- 
ment and use of policy-assisting models employed in DOD 
decisionmaking. This should include identifying needed 
corrective measures and insuring that such models are 
used to enhance and extend decisionmakers judgments. 
The Secretary should also develop procedures to enhance 
the contribution of policy-assisting models to open explicit 
analysis in key areas of policy, strategy, and force planning. 
Further, the Secretary should require the Chairman of the 
Joint Chiefs of Staff to review current procedures for safe- 
guarding and strengthening the empirical/theoretical foun- 
dation underlying the representation of combat in DOD 
studies. As warranted by that review, the Chairman should 
be required to prepare plans and recommendations which 
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would enable the Joint Chiefs of Staff to serve as the de- 
fense establishment’s principal analytic adviser on matters 
pertaining to the phenomenology of combat. The findings 
of this study pertain to mission budgeting, risk assessment, 
the evaluation of social programs, and related issues, as 
well as defense decisionmaking. When reviewing quantita- 
tive studies or exercising its oversight authority, the 
Congress should require an open, explicit understanding of 
the assumptions underlying a study’s conclusions or 
knowledge of the identity of the decisionmaker involved 
in the study and their background experience and institu- 
tional affiliation(s) and should determine the extent to which 
the model(s) used in the study have been appraised. Agen- 
cies and departments should be required to report on how 
current decisionmaking tools are being managed and what 
is being done to improve the tools and provide better 
answers to difficult public policy questions in the future. 
When considering defense acquisition requests and cost- 
effectiveness analyses, the Congress should inquire how a 
particular program or weapon system contributes to the 
overall force level analyses. 

Agency Comments/Action 

The Department of Defense has reaffirmed its belief that the 
present procedures ensure proper management of Defense 
studies, 

Appropriations 

Studies and analyses - Department of Defense: Office of the 
Secretary of Defense, Joint Chiefs of Staff, and the Army, 
Air Force, and Marine Corps 

Appropriations Committee Issues 

Quantitative techniques have considerable potential to aid 
in the anaiysis of public policy issues, but that potential is 
impaired by the current design and management of the 
quatitative tools. The report’s recommendations are intend- 
ed to strengthen what GAO believes to be a continuing 
weakness in the design for high-echelon Defense decision- 
making. (The need for management improvements in this 
area has also been noted in later reports. See, for example, 
“Need for a DOD Focal Point for the Studies and Analyses 
Program,” LCD-80-79, August 12, 1980.) While much 
good work is done by DOD, increased vigilance is required 
to protect against the arbitrary acceptance of studies and 
analyses as “objective” tools of science and mathematics. 



This report offers recommendations designed to improve 
the methodological efficiency of the analytic structure sup- 
porting Defense decisions. GAO believes that achieving 
needed improvements both requires and deserves high- 
level management involvement. 



DEPARTMENT OF DEFENSE - MILITARY 

FACILITIES MANAGEMENT 

Assessment of DOD’s Po//utlon Control Progress and Future Cost 
(LCD-79-303, l-26-79) 

Departments of Defense, the Air Force, the Army, and the Navy, and Environmental Protection Agency 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Clean Water Act Amendments of 1977. Clean Air Act Amendments of 1977. H. Rept. 95-294. H. 
RePt. 95-1246. 

GAO reviewed the progress made by the Department of De- 
fense in correcting pollution at military bases and the cost 
to strengthen their pollution control programs. It is expected 
that half of the $972 million allocated through 1984 for poi- 
iution control will be used for abatement programs already 
identified. The remaining sum will cover costs for comply- 
ing with future upgrading and new environmental stand- 
ards. 
Findings/Conclusions: The military services were asked to 
include in the 5-year Defense plan the amount needed for 
specific projects and for anticipated environmental stand- 
ards. Since the Environmental Protection Agency (EPA) has 
not yet published these standards in their final form, DOD 
has no firm basis to estimate its future needs. Consequent- 
ly, GAO was unable to evaluate the adequacy of the esti- 
mates. The study of projects already proposed or underway 
has allowed GAO to reach some conclusions on the DOD 
pollution control reporting system. The program does not 
provide a full and reliable description of its future needs. 
The cost for the programs cannot be estimated accurately 
due to unpublished environmental standards and the effect 
that current litigation might have on the programs. 
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Recommendations: The Secretary of Defense should re- 
quire that the military services improve the reliability of their 
pollution control reporting system by providing for more 
timely inclusion of needed projects and revisions in project 
status and costs. 

Agency Comments/Action 

DOD, in April 1979, said it was working with OMB and EPA 
to improve the reporting system. A DOD official told us in 
July 1980 that EPA and DOD have issued guidance on 
coordination between EPA regions and Defense instaila- 
tions to improve pollution control project reporting. 

Appropriations 

Military construction - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should continue to monitor the DOD pro- 
gram to assure that firm estimates of future needs are in- 
corporated when the EPA standards are published. 

1 I’- “ , .  . . I .  :  . . ,  ,< ,‘. : . *  :  
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DEPARTMENT OF DEFENSE -MILITARY 

FACILITIES MANAGEMENT 

DOD Energy Monitoring and Control Systems: Potential for Nonenergy Savings; Better Planning and Guidance 
Needed 
(LCD-80-81, 8-14-80) 

Departmenta of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

To help energy conservation goals for federally owned 
buildings, the Department of Defense (DOD) is installing 
Energy Monitoring and Control Systems (EMCS) at military 
installations. EMCS provided central control over heating, 
ventilating, and air conditioning systems to maintain tem- 
peratures at predetermined levels. Personnel requirements 
can be reduced through the use of EMCS for centralized 
monitoring of boiler plants, water treatment and sewage 
disposal systems. Since the fiscal year 1976, Congress has 
appropriated about $144 million for 131 projects at 115 lo- 
cations of the Energy Conservation Investment Program 
under DOD. Although energy systems can contribute to 
economical and efficient operation of facilities; present 
funding criteria, which require projects to be justified on the 
basis of energy savings, do not permit DOD to take full ad- 
vantage of other savings, such as reductions in staffing 
needs. 
FindingslConcluslona: A review of 16 projects at 14 Army, 
Navy, and Air Force bases disclosed the following prob- 
lems: (1) thirteen bases programmed systems without the 
benefit of master plans; (2) nine installations did not consid- 
er all buildings which might be serviced by the system, or 
included buildings (due to cursory evaluations) which were 
demolished or were not suitable for an energy system; (3) 
the services did not know if they had selected the most 
cost-effective buildings; (4) insufficient planning and poor 
cost estimating resulted in reduced scopes for six projects; 
(5) inaccurate savings or cost estimates were used by the 
services to justify 10 projects; and (6) programmed savings 
for nine projects will not be achieved because of reduced 
scopes, inaccurate savings assumptions, or failure to offset 
savings with recurring costs. Generally, systems have been 
installed to service a single installation. Except for the Air 
Force, the services lack guidance on providing staff to 
manage energy systems. Adequate and timely staffing is 
necessary if an installation expects to achieve efficient and 

full use of its system. DOD has adopted W-service specifica- 
tions to provide competitive procurement. DOD does not 
have access to manufactures’ information about how the 
systems work or how they may be made compatible with 
other systems. Athough the Army and the Air Force have 
flexible policies for expanding proprietary systems, the Navy 
insists on using the t&service specifications. Tri-service 
specifications, if used properly, can be an effective tool to 
obtain competition on new systems. 
Recommendations: The Secretary of Defense should: (1) 
assure that energy system projects with substantial nonen- 
ergy cost reduction potential be given full consideration for 
inclusion in the military construction program; (2) issue 
guidelines requiring the services to prepare energy system 
master plans that would evaluate, by building, the cost and 
savings for energy, as well as nonenergy features, and be 
revised periodically to reflect updated costs; (3) oversee and 
evaluate the services’ efforts in carrying out economic anal- 
ysis policy of DOD and closely review energy system proj- 
ects; and (4) establish policy on joint use of energy systems 
which will require consideration when planning and evaluat- 
ing systems. 

Agency Comments/Action 
Comments had not been received as of the date that this re- 
port was prepared. 

Appropriations 

Military construction - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should continue to require the military 
services to plan for and request money for projects that 
have substantial cost reduction potential. 
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DEPARTMENT OF DEFENSE - MILITARY 

FAClLlllES MANAGEMENT 

improvements Needed in Amy’s Determination of Manpower Requirements for Support and Acfminlstrative 
Functions 
(FPCD-79-32, 5-21-79) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Leglslallve Authority: A.R. 5-4. 

Army manpower survey teams make onsite appraisals and 
recommend the number of people needed for support and 
administrative functions at Army installations. The recom- 
mendations of the survey team are also the basis for the 
garrison staffing guide, which provides criteria for subse- 
quent surveys. The surveys, although useful for some instal- 
lation and major command management decisions, are not 
coordinated with the major manpower activities of planning, 
programming, and budgeting; of allocating human 
resources to installations and work centers; and of evaluat- 

- ing manpower use. Consequently, the Army supports its 
garrison budget by adjusting prior year budgets. However, 
the Army cannot quantify the effect of not receiving the per- 
sonnel which survey teams say are needed for garrison 
work and cannot accurately predict manpower needs. 
Findings/Conclusions: In order to improve its justifications 
for budget requests, the Army needs to overcome various 
problems. The Army’s manpower survey program is not 
designed to provide input to the budget. Since the survey 
teams determine garrison needs by organizational element, 
and the Army budgets by activity; the survey team recom- 
mendations cannot be summarized into the activity used for 
budgeting. Survey team recommendations have exceeded 
Congressional authorizations; in fiscal year 1978 the short- 
age was 20 percent. Survey teams and work measurement 
staff make recommendations without regard to the source 
of labor, even though garrison labor is funded by four ap- 
propriations and can be managed under about nine dif- 
ferent programs. Installation commanders have been given 
a great deal of flexibility in distributing available resources, 
organizing activities, and using other labor sources, but this 
decentralized management contributes to a number of 
problems. Commands have been directed to develop work 
measurement standards for total programs or missions, but 
the Army headquarters has not provided the top level 
management direction on selecting the appropriate tech- 
nique, how to relate work center requirements to program 
changes in the budget, how to develop standards to com- 
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pare similar activities, the extent methods studies should be 
conducted to improve and standardize operations before 
setting standards, and collecting reliable labor and work- 
load data. 
Recommendations: The Secretary of Defense should identi- 
fy the type of information the Army needs to prepare and 
support its manpower budget. The Secretary should require 
the Army headquarters to use personnel experienced in 
budgeting, manpower, workload planning and control, data 
processing, and work measurement to design a manpower 
management system. This system should have the follow- 
ing characteristics: (1) an organizational structure that com- 
bines the manpower-related responsibilities and staffing 
into one organization at all levels; (2) a methodology for 
determining manpower needs based on work measure- 
ment where it is feasible and cost effective, using onsite re- 
views only to review methods, procedures, and organiza- 
tional efficiency in connection with the development and 
validation of staffing standards; (3) a management informa- 
tion system which uses a common data base for work 
center needs, garrison costs, budget requests, allocations, 
and evaluations of manpower use; and (4) a determination 
of the spaces needed to implement the system and an allo- 
cation of these manpower resources to the program. 

Agency Comments/Action 

Defense said it supports and will implement the basic thrust 
of these recommendations. 

Appropriations 

Military personnel - Army 
Operation and maintenance - Army 

Appropriations Committee Issues 

Agency workforce planning should identify the numbers of 
employees needed to effectively and efficiently accomplish 
the Government’s essential work. 



DEPARTMENT OF DEFENSE - MILITARY 

FACILITIES MANAGEMENT 
Reserves’ Reported Facilities Backlog Now Exceeds $2 Billion; Acquisition Planning Questioned 
(LCD-80-45, 5-19-80) 

Departments of Transportation, Defense, the Navy, the Army, and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: National Defense Facilities Act of 1950 (10 USC. 2233 et seq.). DOD Directive 1225.5. DOD Direc- 
tive 4165.6. DOD Directive 5126.24. H. Rept. 96-246. 

In 1970, Defense Reserve components reported a $1.2 bil- 
lion backlog of facility needs. Between fiscal years 1970 and 
1979, Congress provided over $1 billion to meet these 
needs. As a result of the increasing demand for facilities, a 
review was undertaken on the feasibility of Reserve Forces 
sharing or solely using regular force facilities which are ei- 
ther vacant or underused. The Department of Defense 
(DOD) has instructed the Reserve Forces to use the most 
cost-effective method when acquiring new facilities or ex- 
panding, repairing, and replacing existing facilities. The 
construction approval process by DOD starts each year with 
the Reserve units and programming offices of the Reserves’ 
intermediate headquarters identifying facility deficiencies. 
Lists of construction projects needed to correct the defi- 
ciencies are forwarded through command channels. Even- 
tually, each Reserve component includes all known require- 
ments into a long-range program (backlog program). On 
the basis of the supporting documents submitted with the 
projects and minutes of the State board meetings, the As- 
sistant Secretary of Defense or his designee approves or 
disapproves the projects included in each Reserve 
component’s annual program. DOD has a single individual 
overseeing the entire Reserve construction program and 
seldom disapproves projects programmed by the Reserves. 
Congress then authorizes and appropriates funds for 
Reserves’ facility construction in lump-sum amounts. How- 
ever, Congress is furnished advance notification concerning 
the location, nature, and estimated cost of specific projects 
to be undertaken within the authorized amount provided for 
each Reserve component when the projects’ estimated cost 
exceeds $175,000. 
Findings/Conclusions: Of the backlog construction projects 
reviewed, approximately 38 percent were invalid. Additional- 
ly, other projects were questionable because the construc- 
tion would correct deficiencies that have little. if any, impact 
on Reserve unit readiness. Although DOD has recently es- 
tablished State Reserve Force facility boards to assist in re- 
viewing Reserve construction projects, the boards, as 
presently constituted, are ineffective. The members, who 
are part time, are responsible for providing objective recom- 
mendations to DOD. But in the five States visited, they most 
often perceived their roles as representing the interests and 
supporting the project recommendations of their respective 
components. Additionally, the procedural changes enacted 
by DOD to improve performance of the State boards have 
not ensured that the boards will objectively consider all vi- 

able alternatives in their analysis. Thus, unless DOD im- 
proves its review procedures for Reserve construction proj- 
ects, not only will it fail to provide the information Congress 
needs to make sound decisions on authorization and ap- 
propriation requests for Reserve facilities, but it will also de- 
crease the likelihood that facility needs will be met in the 
most cost-effective manner. 
Recommendations: The Secretary of Defense should: (1) 
ensure that future backlog data reported to Congress identi- 
fy that portion that has not been validated and could not be 
constructed even if Congress appropriated the funds; (2) re- 
vise review procedures to effectively identify invalid and 
questionable projects before submitting them to Congress; 
(3) reevaluate invalid and other questionable projects and 
take appropriate action; (4) enhance the effectiveness of the 
State boards by adding one additional member to each 
board who would report to the DOD office responsible for 
approving Reserve facility projects; (5) assign Reserve com- 
ponent facility program officials the task of identifying and 
presenting to State boards the most economical methods 
to meet specific facility requirements and hold these offi- 
cials accountable for their decisions; (6) direct program- 
ming agencies to use underused and vacant military facili- 
ties to the maximum extent possible; (7) direct program- 
ming agencies to exchange information on the use of their 
Reserve facilities; (8) adopt formal policies to encourage 
colocating Reserve and Active Force units and sharing facil- 
ities to the extent feasible; (9) direct the state Boards to con- 
sider whether those Reserve components requesting new or 
expanded facilities could use augmentation or associate 
program concepts and thereby reduce their facility require- 
ments; (10) direct military services to address, in their im- 
pact statements on the disposal of excess property, the 
feasibility of satisfying outstanding Reserve requirements 
within a 25-mile radius; (11) clarify and/or expand the State 
boards’ responsibilities to identify opportunities for building 
consolidated facilities; (12) consider consolidation of each 
military department’s Reserve construction appropriation; 
and (13) impose a moratorium on the construction of ar- 
mory and Reserve facilities within 25 miles of completed 
unilaterally constructed armory and Reserve facilities. Addi- 
tionally, the Secretary of Defense should direct the military 
departments to issue policy guidance on programming 
construction projects to emphasize that facility require- 
ments are justified on need rather than what is authorized 
by published criteria. 
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Agency Comments/Action 

The Reserve components generally agreed with most of the 
recommendations. The Army and Air Force Reserve com- 
ponents disagreed with the recommendation to consolidate 
Reserve construction appropriations by military depan- 
ments. All of the Department’s Reserve components 
disagreed with the recommendation that construction 
moratoriums be imposed on the construction of armory 
and Reserve facilities for a specified period of time, within 
25 miles of completed unilaterally constructed armory and 
Reserve facilities, as a method of getting the Reserve com- 
ponents to more closely evaluate joint construction oppor- 
tunities. 

Appropriations 

Military construction - Army National Guard, Army Reserve, 
Air National Guard, Air Force Reserve, Naval Reserve 

Appropriations Committee Issues 

The Committee should encourage the Department of De- 
fense to strengthen the State Reserve Force Facility boards 
in order to satisfy facility needs in a more timely manner 
and at less cost by making greater use of existing facilities 
and consolidating requirements into fewer, but larger facili- 
ties. 
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DEPARTMENT OF DEFENSE - MILITARY 

FACILITIES MANAGEMENT 

Review of the Procedures Used To Value Air Force Plant No. 3, Tulsa, Oklahoma. 
(LCLI-79-317. 6-20-7’)) 

Department of the Air Force and General Services Administration 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: National Industrial Reserve Act of 1948. 

An evaluation by the General Services Administration (GSA) 
and the Tulsa Airport Authority of Plant No. 3, located at 
Tulsa, Oklahoma, showed a large discrepancy in values. 
GAO was requested to review the procedures used to esti- 
mate the value of the plant. The plant consists of over 300 
acres of land and 79 structures totaling more than 2.7 mil- 
lion square feet. The Government-owned plant is currently 
operated by McDonnell-Douglas Corporation. The Air 
Force reported the plant excess in October 1972 with the 
condition that GSA negotiate a sale to McDonnell-Douglas 
for continued use as an aircraft fabrication and assembly fa- 
cility. The Air Force specified that, as a condition of sale, t.he 
plant’s existing capability for defense production be 
preserved for 5 years from the date that the title to the prop- 
erty is transferred to the contractor. 
Findings/Conclusions: In February 1973, GSA contracted 
with an independent appraisal firm to provide a valuation of 
the plant and all related Government-owned personal prop- 
erty. In September 1977 and September 1978, the firm pro- 
vided GSA with the value of the plant, which was to be used 
as a basis for negotiated sale to McDonnell-Douglas. The 
Airport Authority’s estimate of the value of the plant and 
special tooling was almost $100 million greater than the in- 
dependent appraisal. GAO examined the procedures used 
by the Tulsa Airport Authority and by the GSA appraiser to 
identify the reasons for the major differences in the estimat- 
ed values for the plant and to evaluate the reasonableness 
of the procedures as a basis for valuing the plant. Some is- 

sues were noted concerning the value of the property which 
GSA and the Air Force need to consider further. GAO be- 
lieved the procedures used by the appraiser for GSA were 
more appropriate. 
Recommendations: The Administrator of GSA and the 
Secretary of the Air Force should make sure that the Gov- 
ernment receives adequate compensation for: the value of 
equipment furnished by the Government since 1974. be- 
cause this equipment was excluded from the appraiser’s 
valuation at the request of GSA; the value of all capital reha- 
bilitation improvements to plant facilities not previously in- 
cluded in the appraiser’s valuation; and the value of parking 
aprons. In addition, the Administrator of GSA and the 
Secretary of the Air Force should establish the appropriate 
acreage to be sold, in view of the differences reported by the 
Airport Authority, the GSA appraiser, and the Tulsa County 
Assessor’s Office.The appropriateness of the bulk discount 
taken on equipment due to its subjective nature should also 
be reevaluated. 

Appropriations 

Operating expenses - General Services Administration 

Appropriations Committee Issues 

The Committees should query the agency on the status of 
the sale and the action taken to ensure the Government re- 
ceives adequate compensation for the plant. 
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DEPARTMENT OF DEFENSE - MILITARY 

FACILITIES MANAGEMENT 

Transfers of Excess and Surplus Federal Persona/ Property--Impact of Public Law 94-519 
(LCD-X0-IOI, Y-30-80) 

Department of Defense 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Foreign Assistance Act of 1961. Department of Agriculture Organic Act of 1944. National Science 
Foundation Act of 1950. Property and Administrative Services Act. Public Works and Economic Development Act of 1965. 
Indian Financing Act of 1974. P.L. 94-519. P.L. 95-224. F.P.M.R. 101-43. 40 USC. 493. 

Public Law 94-519 significantly changed various Govern- 
ment policies and procedures on the transfer of excess and 
surplus Federal personal property to non-Federal organiza- 
tions. The Law’s objectives included restricting the transfer 
to non-Federal organizations of excess property that might 
be needed within the Federal Government, and encourag- 
ing the fair and equitable donation of surplus property to 
meet the needs of a wide range of eligible non-Federal or- 
ganizations. 
Findings/Conclusions: Much less excess property is now 
being transferred to non-Federal organizations and a 
greater portion is being transferred to Federal agencies for 
their use. There is a greater flow of surplus property to eiigi- 
ble donees. The General Services Administration (GSA) and 
the responsible State agencies appear to be reasonably ef- 
fective in their efforts to distribute property fairly and equi- 
tably. However, improvements are needed to ensure that 
the property is managed and used as required by imple- 
menting regulations. In the management of the surplus pro- 
perty Donation Program, GAO found instances of failure of 
States to submit permanent, legislatively developed Dona- 
tion Program plans of operation, as required by law. There 
were inconsistent and possibly excessive service charges 
assessed by State agencies, inadequate inventory control 
procedures, nonuse or improper use of property by donees, 
and insufficient audit and review of the Donation Program. 
The Law’s provision concerning the return of excess pro- 
perty located overseas may restrict the Agency for Interna- 
tional Development’s (AID) access to domestic properly 
and property in Europe. The Law did not change the priori- 
ties of voluntary organizations regarding domestic or other 
foreign excesses. Recent congressional action will require 
the Department of Defense to recover greater costs for its 
surplus property. GAO believes that the imposition of a care 
and handling surcharge will result in reduced donee partici- 
pation in the program. 
Recommendations: The Administrator of General Services 
should require GSA personnel to review proposed transfers 
of excess property to Federal grantees thoroughly and to re- 
turn, without approval, those which do not appear proper. 
These include any nonreimbursable transfers of common- 
use items to National Science Foundation grantees and any 

. . transfers to grantees whose elrgrbrllty apparently has expired 
or soon will. He should improve GSA procedurqs for allocat- 
ing donable property among the Stat& by requiring the 
GSA allocating regional offices to accumulate and use in- 
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formation on past allocation of highly desirable reportable 
items of property. This information should include for each 
type of item the quantity, acquisition cost, and condition of 
property previously allocated to each State. He should take 
the necessary actions, including establishment of timet- 
ables and penalties, to require all States to comply with the 
provisions of the Law, including: (1) submission of per- 
manent, legislatively developed State plans of operation; (2) 
accomplishment of biennial external audits which include 
reviews of State Agency for Surplus Property compliance 
with the State plans of operation and applicable sections of 
the Federal Procurement Manual Regulations; (3) establish- 
ment of equitable service charges; (4) proper accountability 
for Federal property; and (5) proper use of property by 
donees. The heads of all Federal agencies which transfer 
excess personal property to their grantees should review 
their plans, policies, and procedures on such transfers and 
ensure that they fully comply with the applicable provisions 
of the Law and the implementing Federal Procurement 
Manual Regulations. Congress should clarify what costs re- 
lating to donated property it wants recovered so that the 
costs will be handled consistently for Department of De- 
fense and civil agency property. 

Agency Comments/Action 

Agency comments on the final report had not been re- 
ceived as of October 30, 1980. 

Appropriations 

Appropriations for property management - Various agen- 
cies 

Appropriations Committee hues 

The Committees should inquire into GSA progress in bring- 
ing about needed improvements in the Federal personal 
property Donation Program. The Committees should in- 
quire into the progress of all Federal agencies which 
transfer excess personal property to their grantees in ensur- 
ing that their plans, policies, and procedures on such 
transfers comply with the applicable provisions of law and 
the implementing Federal Property Management Regula- 
tions. Congress should clarify what costs it deems should 
be recovered under section 203(j)( 1) of the Federal Proper- 
ty and Administrative Services Act of 1949. 



DEPARTMENT OF DEFENSE - MILITARY 

FAMILY HOUSING 

Navy Has Housing Problems at Virginia Beach and Scrap Metal Disposal Problems at Sewells Point 
(PSAD-80-7.3, 9-19-80) 
Departments of Defense and the Navy, and Defense Logistics Agency 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: P.L. 96-226. DOD Disposal Manual 4160.21-M. DOD Directive 4165.60. 

Although it is less than 2 years old, Carper housing complex 
has had numerous maintenance problems. The total 
amount of maintenance costs could not be validated be- 
cause of errors in the Navy’s cost accounting systems. At 
Sewells Point, the Navy is violating Department of Defense 
(DOD) regulations by letting a contractor keep valuable 
scrap metal. Excess personal property. including scrap me- 
tal, should be turned into the Defense Property Disposal Of- 
fice. 
Findings/Conclusions: The Navy is not turning the scrap 
metal in because it believes it is more cost effective to con- 
tract for disposal. Lack of information on the amount and 
value of scrap metal makes it impossible for the Navy to en- 
sure that the Government is getting fair value on its dispos- 
al. Regulations clearly state that it is the agency’s responsi- 
bility to segregate scrap and waste to the maximum extent 
feasible and to turn the scrap metal into the Defense Prop- 
erty Disposal Office. Navy officials state they are now re- 
quiring the scrap contractor to keep a log and will use that 
data to make another economic study of the costs. The 
scrap metal contractor told GAO that it will be impossible 
for the Navy to assess the value of the scrap metal from the 
data being collected. Although construction standards exist 
for many of the major problem areas at Carper, they are not 
always adequate to ensure quality housing. Standards exist- 
ed for some problem areas, and none existed for others. 
Even when standards were specific, they were not always 
sufficient or enforced. The system for evaluating proposals 
encourages contractors to include amenities rather than 
raise construction quality above the minimum standards. At 
Carper, inspection was inadequate. Inspectors from other 
Navy housing projects noted inadequacies with the con- 
struction standards and with the contractors’ inspection 
program. GAO concluded that the Navy’s experience at 
Carper was not unique. GAO believes that the Navy should 
contact manufacturers to repair products under warranty or 
insist that the construction contractor do so. 
Recommendations: When planning new housing projects. 
the Secretary of the Navy should identify, based on past ex- 
perience and expected use, those items likely to require 
considerable maintenance if only the minimum standards 
are met. Within funding constraints, he should specify 
higher requirements in requesting contract proposals for 

those items whose expected maintenance costs over the life 
of the project exceed the additional cost of the more dur- 
able items. He should summarize for the Department of De- 
fense (DOD) the problems experienced with marginal con- 
struction standards, the bid evaluation system, and the con- 
tractor quality control programs, including Carper, and sug- 
gest to DOD that it determine whether these problems are 
widespread and need correction. The Secretary should re- 
quire that inspectors and maintenance personnel contact 
manufacturers before paying for problems which should 
have been covered by warranty, but which the contractor re- 
fuses to do. He should require construction personnel to 
provide maintenance personnel with a complete list of ap- 
plicable warranties at the time of occupancy to reduce the 
likelihood of paying for work which should be covered by 
warranty. He should require maintenance personnel to keep 
records of all work paid for which should have been 
covered by warranty so that claims or counterclaims can be 
instituted by the Government. The Secretary of the Navy 
should direct the Commander of the Atlantic Division, Naval 
Facilities Engineering Command, to use either Navy per- 
sonnel or to pay a contractor to collect, sort, and deliver the 
scrap metal from Sewells Point to the Defense Property Dis- 
posal Office, or request an exemption to the DOD regula- 
tions for a contractor to keep the scrap metal only if the 
Public Works Center (1) collects adequate data to show the 
cost effectiveness of doing so, and (2) establishes an ade- 
quate system to monitor the contract and assess the value 
of scrap metal being collected. 

Agency Comments/Action 

The agency concurred with the GAO recommendations. 

Appropriations 

Military construction - Navy 
Operation and maintenance - Navy 

Appropriations Committee Issues 

DOD needs to ensure that fair and equitable construction 
standards are enforced, and that the Navy complies with 
scrap metal disposal directives. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

Analysis of Potential AkernaUve Sites for the Proposed New San Diego Naval Hospital 
(HRD-80-37, I-2-80) 

Departments of Defense and the Navy 

Budget Function: Health: Health Planning and Construction (0554) 
Leglslatlve Authorlty: Military Construction Authorization Act, 1978 (P.L. 95-82). Military Construction Authorization Act, 
1980 (P.L. 96-125). B-183256 (1976). 

A request was made for an evaluation of the advantages 
and disadvantages of the sites the Navy is considering for 
the new Naval Regional Medical Center in San Diego, Cali- 
fornia. The three primary site alternatives are Florida 
Canyon, Helix Heights, and Balboa Park. The Secretary of 
the Navy approved the decision to acquire, through con- 
demnation, the Florida Canyon property. 
Flndlngs/Concluslons: The question of ownership of the 
property on which the hospital is to be located is of utmost 
importance. With the Navy having a major presence in 
terms of military facilities and personnel in San Diego, there 
is every reason to expect that there will be an indefinite, con- 
tinuing need for a Naval hospital to serve the area. Also, 
given the magnitude of the required capital investment for 
the project and the probable need for continued additional 
capital investments over the life of the medical center, fee- 
simple ownership should be a basic requirement. There- 
fore, while the Florida Canyon site has the most advantages 
and fewest disadvantages of the three alternatives, if the 
terms of final land acquisition call for the Navy to accept a 
lease, rather than ownership, as contemplated by the Navy 
and the city of San Diego, the Navy should reconsider its 
present opposition to the Balboa Park site. 
Recommendations: The Secretary of the Navy should 
proceed with condemnation action to acquire fee-simple 
ownership of the Florida Canyon property needed for con- 
struction of the new Naval Medical Center. As a first step in 
the action, the Secretary should begin negotiations with the 
city of San Diego to acquire the property under a friendly 
condemnation through payment or land exchange, but not 
under a leasing arrangement as contemplated in the Navy’s 
earlier memorandum of understanding with the city. If fee- 
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simple ownership cannot be acquired, construction at the 
southern end of the Balboa Park site should be considered. 

Agency Comments/Action 

After many years of planning and study, there still remains a 
question on the proper site selection for the proposed facili- 
ty. The Navy has been unable to coordinate the site selec- 
tion process in a manner which satisfies the best interests of 
both the City of San Diego and the Federal Government. 
The House Appropriations Committee has directed that the 
following requirements be met in selecting a specific loca- 
tion. In this regard, the hospital complex must be construct- 
ed (1) on fee-simple land owned by the Government, (2) 
within the fiscal year 1981 estimate of $293 million and 
within the original timeframe, and (3) in a manner which will 
not sacrifice the project’s scope because of the site select- 
ed. The Secretary of the Navy has been directed to identify a 
final site which meets these criteria. 

Appropriations 

Military construction - Navy 

Appropriations Committee Issues 

Budget requests for the construction of a new San Diego 
Naval Regional Medical Center have continued to escalate 
over the years while the proper facility size and its location 
have been debated. The prompt resolution of issues involv- 
ing the facility’s proper site selection should contribute sig- 
nificantly to ending further increases caused by delays in 
constructing the medical center. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

Computed Tomography Scanners: Opportunity for Coordinated Federal Planning Before Substantial Acquisi- 
tions 
(HRD-78-41, I-30-78) 

Departments of the Army, the Navy, and the Air Force 

Budget Function: Health: Health Care Services (0551) 

Computed tomography scanning is a new diagnostic tech- 
nique using X-rays. It is of little risk to patients, causes 
minimal discomfoort compared to other diagnostic pro- 
cedures, and eliminates some shortcomings of convention- 
al X-ray methods. Scanners cost from $300,000 to 
$700,000 each; operation and maintenance expenses are 
estimated at several hundred thousand dollars a year. As 
many as 2,500 scanners may be operating in the United 
States by 1980. In an effort to control the acquisition of 
scanners, some States have imposed moratoria on their 
purchases. Criteria for planning and using scanners are lim- 
ited. 
FindlngsGoncluslons: The Federal Government has 16 
scanners in operation and plans to purchase an additional 
29,16 for the Department of Defense (DOD) and 13 for the 
Veterans Administration (VA). These 45 scanners will cost 
about $21 million. VA has 11 scanners in operation, and 
DOD is installing scanners at three of its major hospitals. 
Only limited criteria and information were available to justify 
the need for or locations of these scanners. No coordination 
took place between VA and DOD in planning for these 
scanners, and neither department made sure that there will 
be enough people to operate the scanners as planned. De- 
lays are anticipated in getting staff or authorization for the 
positions. It will be difficult to fully use the equipment, and 
staff relocations from other hospitals will be necessary for 
operation of the scanners. The Federal Government has 
purchased only a limited number of scanners; excess ac- 
quisition has not yet occurred. However, because of the 
large number that DOD and VA plan to acquire over the 
next few years, criteria should be developed quickly or the 
Federal heatth care system may have too many. 
Recommendations: The Secretaries of Defense and Health, 
Education, and Welfare (HEW) and the Administrator of the 
VA should develop a coordinated approach for planning 
and using scanners. This approach should include: specific 
criteria for assessing and justifying the need for the equip- 
ment and determining the most appropriate loqation; a poli- 
cy requiring that, where possible, Federal agencies share 
scanners; and a mechanism for determining if it would be 
feasible and economical for Federal agencies to use those 
scanners located in the private sector. The Director of the 
Office of Management and Budget should ensure that 
DOD, VA, and HEW promptly develop this approach. 
Congress should consider limiting the number of scanners 
that can be purchased until the coordinated Federal ap- 
proach is developed. 

Agency Comments/Action 

DOD, VA, and HEW agreed with the recommendation that 
they develop a coordinated approach for planning and us- 
ing computed tomography scanners. National Guidetines 
for Health Planning, published in the Federal Register on 
March 28, 1978, contain a standard for the acquisition and 
use of computed tomography scanners in the civilian sec- 
tor. To date no standard for the Federal sector has been es- 
tablished. The Federal Health Resources Sharing Commit- 
tee established a Computerized Tomography subcommit- 
tee to (1) develop and propose guidelines and criteria for 
assessing and justifying the need for and appropriate loca- 
tions of the scanners, (2) develop and propose utilization 
criteria, and (3) propose geographic areas where opportuni- 
ties exist to share computed tomography. The Federal 
Health Resources Sharing Committee’s Subcommittee on 
Computerized Tomography presented its final report at the 
November 1, 1978, meeting of the Sharing Committee. The 
report consisted of guidelines and criteria to be used for de- 
termination of the need and justification for such equip- 
ment in the Federal sector and in the identification of geo- 
graphical areas of the country where shared services are 
feasible. The report findings and recommendations were 
approved by the Sharing Committee and sent to DOD, 
HHS, and VA for their consideration. The report was subse- 
quently modified to reflect certain changes proposed in 
agency responses to the report. No uniform criteria or 
guidelines have yet been adopted by the agencies. Neither 
Congress nor OMB have initiated the recommendations 
suggested in the report. 

Appropriations 

Medical care - Veterans Administration 
Operation and maintenance - Army, Navy, Air Force, De- 
partment of Health and Human Services 
Military construction - Army, Navy, Air Force, Department of 
Health and Human Services 
Military personnel - Army, Navy, Air Force, Department of 
Health and Human Services 

Appropriations Committee Issues 

The demand for computed tomography scanners by more 
and more Federal health care facilities continues. The lack 
of a coordinated plan for the effective and efficient use of 
this equipment may result in the unnecessary expenditures 
of Federal funds. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

The Congress Should Mandate Formation of a Military-VA-Civilian Contingency Hospital Syslem 
(HRD-80-76, 6-26-80) 

Departments of Defense and Health and Human Services, Veterans Administration, and Federal Emergency Management 
Agency 

Budget Function: Health: Health Planning and Construction (0554) 

In response to a request, GAO reviewed the Department of 
Defense (DOD) plans to use nonmilitary hospitals to treat 
battlefield casualties in the event of war or conflict. The 
need for developing a contingency hospital system consist- 
ing of DOD, Veterans Administration (VA), and civilian med- 
ical resources is discussed. The primary emphasis is that 
the VA role should be greater than currently planned by 
DOD. The extent of support VA will provide DOD in treating 
returning battlefield casualties is the most important issue 
in developing a civilian-military contingency hospital system 
for medical treatment of wartime casualties. DOD has 
looked primarily to civilian medical resources to meet antic- 
ipated shortfalls should the United States become involved 
in war. Only recently has specific consideration been given 
to VA medical capability. DOD officials said that civilian 
resources would still be needed to treat battlefield casual- 
ties, even if DOD and VA resources were fully used for that 
purpose. 
Findings/Conclusions: DOD recently revised several as- 
pects of its original system. Major changes appear to be: (1) 
elimination of a new, possibly duplicative administrative 
structure as originally proposed; and (2) reliance on the mii- 
itary services for patient administration responsibilities. 
GAO agreed with these revisions. DOD revised plans are 
still unclear about how civilian beds and staff would be 
made available. Available beds and staff should be identified 
assuming patients are discharged early whenever possible 
and nonemergency admissions are restricted during the 
war surge period. Failure to resolve issues regarding civilian 
physician and hospital reimbursement and liability could 
limit implementation of the planned system. VA should be 
much more involved in planning and caring for battlefield 
casualties than it would be in caring only for those who will 
not return to duty. Just how much VA can participate is 
questionable. DOD has not told VA what its needs are, nor 
has VA told DOD what its capabilities are. GAO believes 
that the Nation should prepare for a possible conflict by 
planning to appropriately use Federal medical, resources 
before calling on civilian resources. A strong peacetime 
medical resources sharing program could provide a more 
effective relationship between VA and DOD that could prove 
invaluable in war. 
Recommendations: The Secretary of Defense and the Ad- 
ministrator of Veterans Affairs should jointly: (1) develop 
and establish the framework for a military-VA-civilian con- 
tingency hospital system; (2) analyze DOD and VA medical 
care resources to determine the Federal patient treatment 
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capability on a time-phased basis; and (3) identify Federal 
and civilian capability that could be provided assuming that 
patients are discharged early whenever possible and 
nonemergency admissions are restricted during the war 
surge period. in addition, the Secretary should: (1) compare 
the medical care requirements calculated under various 
wartime scenarios with available Federal medical resources 
to determine how much and what type of civilian medical 
care capability would be needed to augment Federal capa- 
bility: (2) determine the optimal number and placement of 
U.S. aeromedical staging facilities with emphasis on loca- 
tions near concentrations of military and VA medical 
resources; and (3) in concert with other agencies having 
contingency planning responsibilities. assume overall coor- 
dinating responsibility for plans jointly developed by DOD 
and VA using Federal medical resources and necessary ci- 
vilian medical capability under the military-VA-civilian con- 
tingency hospital system. The Administrator should: (1) 
provide estimates to DOD concerning VA potential facility 
and staffing capabilities to treat returning battlefield casual- 
ties regardless of whether those casualties would be expect- 
ed to return to duty, and these estimates should be 
developed through the joint DOD-VA planning effort to es- 
tablish a system; and (2) ascertain the extent to which VA af- 
filiated hospitals would be able to assist VA in treating bat- 
tlefield casualties. Congress should enact legislation which 
provides that both DOD and VA fully participate in Federal 
medical planning for and care of returning wartime casual- 
ties. Such legislation should: (1) give VA the mission of pro- 
viding direct medical support to DOD for treating battlefield 
casualties; (2) place battlefield casualties above veterans 
with non-service-connected, nonemergency conditions in 
priority for care; and (3) remove numerous obstacles to in- 
teragency sharing, as GAO previously recommended, so 
that VA and DOD may establish a strong peacetime medi- 
cal resources sharing program to serve as an effective foun- 
dation for a military-VA-civilian contingency hospital sys- 
tem. 

Agency Comments/Action 

DOD is in general agreement with the report’s recommen- 
dations and has initiated actions necessary to implement 
those recommendations made to the Secretary of Defense. 
VA believes the recommendations are not inconsistent With 
its interests and past efforts, including working with DOD 
officials on wartime contingency arrangements. However, 



VA believes the full implementation of the recommendation 
made to it is contingent upon appropriate legislation being 
enacted. The Federal Emergency Management Agency 
agrees with the report recommendations. It is concerned, 
however, that it and the Department of Health and Human 
Services were excluded from participation in the develop- 
ment of the civilian-military contingency hospital system. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Operation and maintenance - Veterans Administration, De- 
partment of Medicine and Surgery 
Operation and maintenance - Federal Emergency Manage- 
ment Agency 

Approprlations Committee Issues 

A plan to use nonmilitary resources for medical treatment 
of returning wartime casualties is needed. The Committees 
should monitor the progress and problems involved in fully 
implementing this plan and its impact on the requested 
funding levels by ‘he affected Federal agencies. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

DOD’s Practices Pertaining to Constructlon of Light Care Medical Units 
(HRD-79-53, 2-28-79) 

Department8 of Defense, the Army, the Air Force, and the Navy 

Budget Function: Health: Health Planning and Construction (0554) 

The Department of Defense (DOD) decided to postpone re- 
placement of a hospital at Ft. Lewis, Washington, because 
Congress approved a modification of the existing hospital in 
the fiscal year 1979 appropriation. To aid DOD in planning 
future hospitals, GAO has incorporated improvements in 
the DOD hospital sizing model that will allow DOD to calcu- 
late the appropriate total bed size and the appropriate size 
of each medical specialty service within a hospital. GAO re- 
quested information from DOD concerning the status of its 
efforts to develop a planning methodology and construc- 
tion policy for light care beds. DOD replied that 30 light 
care beds are being contemplated as part of the new Army 
hospital at Ft. Stewart, Georgia, but questions involving siz- 
ing, constructing, and operating light care units have not yet 
been resolved. 
Recommendations: The House Subcommittee on Military 
Construction should: direct DOD to give high priority to fully 
resolving the light care issues raised, and withhold approval 
of future hospital construction projects until a policy on light 
care units has been developed and implemented. 
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Agency Comments/Action 

In its report on the Military Construction Bill for fiscal year 
1981, the Appropriations Committee did not recommend 
any funding for light care beds. The Committee informed 
DOD that this policy will continue in fiscal year 1982 unless 
a firm policy is established. 

Appropriations 

Military construction - Army, Navy, Air Force 

Appropriations Committee Issues 

The DOD policy concerning the construction of light care 
beds in its health facilities warrants continued close scrutiny 
by the Committees before funds are approved for additional 
light care capability. 



DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

Implementation of a Civilian-Military Contingency Hospital System Should Be Suspended 
(HRD-80-21, 10-25-79) 

Departments of Health and Human Serivces, Defense, the Army, the Air Force, and the Navy, Selectfve Services Admlnistra- 
tion, and Federal Emergency Managemenl Agency 

Budget Function: Health: Health Planning and Construction (0554) 

Department of Defense (DOD) plans to use non-military 
hospitals to provide medical care to wartime casualties were 
reviewed. Several basic problems were found with the re- 
port that DOD planned to use as the foundation for this Ci- 
vilian-Military Contingency Hospital System (CMCHS). 
Findings/Conclusions: The report identified excess acute 
care beds in several metropolitan areas, but visits were not 
made to the hospitals identified and there was no assurance 
that the beds were actually vacant. The impact of rapid pop- 
ulation growth in some areas was not considered in the bed 
count. No analysis was made of the impact of divesting 
non-active-duty patients from military to civilian hospitals 
during mobilization. The report concentrated on acute care 
beds, when convalescent care beds would also be neces- 
sary. The report did not determine whether civilian hospitals 
in general would participate. Several issues concerning the 
use of civilian medical resources by Federal agencies dur- 
ing wartime were not resolved. CMCHS might duplicate 
some functions already being carried out by existing miii- 
taty organizations. The full extent of Federal resources was 
not considered. Because many basic questions had not 
been resolved, GAO believed it was premature to establish 
the new organization. 
Recommendations: The Secretary of Defense should 

suspend actions to establish CMCHS until the Subcommit- 
tee Chairmen have held their planned hearings. 

Agency Comments/Action 

DOD did not agree with the reccomendation that impie- 
mentation of CMCHS be suspended. DOD believes CMCHS 
should proceed and that the unresolved issues which GAO 
identified will be addressed during the system’s implemen- 
tation. DOD has revised some of the original concepts pro- 
posed for this system, and implementation of CMCHS is 
now underway. 

Appropriations 

Department of Defense 
Department of Health and Human Services 
Veterans Administration 

Appropriations Committee Issues 

A plan to use nonmilitary resources for treatment of return- 
ing wartime casualties is needed. However, several issues 
discussed in this report must be considered and resolved as 
soon as possible to help assure its overall success. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

Inpatient Care at Quantico Naval Hospital Should Not Be Resumed 
(HR D-80-26, 1 I-29-79) 

Departments of Detense, the Army, and the Navy 

Budget Function: Health: Consumer and Occupational Health and Safety National Defense: Defense-Related Activities 
(0559) 

GAO was requested to determine the cost effectiveness of 
discontinuing inpatient care at Quantico Naval Hospital, 
Quantico, Virginia, and to determine the adequacy of emer- 
gency facilities at Quantico. A Navy feasibility study predict- 
ed a savings of $439,000 to the Government from discon- 
tinuing inpatient care at the facility. However, a GAO review 
of this study identified deficiencies in the methods used to 
calculate the gross savings from the discontinuance and 
the cost of providing care at other military and civilian facili- 
ties. Many of these deficiencies resulted in an understate- 
ment of the Potential cost savings. By overstating the cost 
to the Government of providing care at other facilities for 
those past users of Quantico, the Navy underestimated sav- 
.ngs to the Government from the discontinued service at 
Quantico. Inpatient care is available to Quantico benefi- 
ciaries at Dewitt Army Hospital, Fort Belvoir, Virginia, and 
the National Naval Medical Center, Bethesda, Maryland. 
Although the emergency room at Quantico has been 
closed, emergency care is available at Dewitt Army Hospital 
and three civilian hospitals within a 25-mile radius of the 
former Quantico hospital: Potomac Hospital, Woodbridge, 
Virginia; Mary Washington Hospital, Fredricksburg, Virginia; 
and Prince William Hospital, Manassas, Virginia. Ambu- 
lances and helicopters are available to transport, and a 
direct telephone line has been installed between the Quan- 
tico clinic and the emergency room at Dewitt. Because of 
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the continuing decline of inpatient workload at Quantico 
and the availability of care for Quantico beneficiaries at 
Dewitt, GAO believes resuming inpatient care at Quantico 
would not be cost effective. 

Agency Comments/Action 

Department of Defense and Navy officials agreed with the 
report’s findings. Inpatient care has not been resumed at 
the Quantico Naval Hospital. 

Appropriations 

Department of Defense, Army, Navy 

Appropriations Committee Issues 

The continued provisions of inpatient care to Navy benefi- 
ciaries at the Quantico Naval Hospital would not be cost ef- 
fective. The actions initiated by the commanding officers at 
Dewitt Army Hospital and the Naval Regional Medical Clinic, 
Quantico, following the discontinuance of inpatient care at 
Quantico provided for the availability of adequate care to 
Quantico beneficiaries while minimizing the inconvenience 
in obtaining care. Such actions are commendable in the 
light of recent attempts to make better use of Federal medi- 
cal resources. 



DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

Legislation Needed To Encourage Better Use of Federal Medical Resources and Remove Obstacles to in- 
teragency Sharing 
IHRD-78-54. b-14-78) 

Departments of the Army, the Navy, and the Air Force 

Budget Function: Health: Health Care Services (0551) 
Leglslatlve Authorlty: Heart Disease, Cancer, and Stroke Amendments of 1965 (42 USC. 299). Comprehensive Health 
Planning and Public Health Service Amendments of 1966 (42 U.S.C. 246). National Health Planning and Resources 
Development Act of 1974 (P.L. 93-641; 42 U.S.C. 300). Economy Act (3 1 U.S.C. 686). 38 U.S.C. 5003.38 U.S.C. 5053.42 
U.S.C. 254a. 10 U.S.C. 2301. 10 U.S.C. 1079. 10 U.S.C.1074. 38 U.S.C. 213. 38 USC. 628. 38 U.S.C. 613. H.R. Conf. 
Rept. 94-1314. Army Regulation 40-3. OMB Circular A-95. 

Concern has been expressed about the increasing costs of 
medical care in the Nation. The Department of Defense 
(DOD), the Veterans Administration (VA), and the Depart- 
ment of Health, Education and Welfare (HEW) have the ma- 
jor responsibility for providing health care directly to benefi- 
ciaries. Several laws have been enacted to encourage re- 
gional cooperation in health care. 
Findings/Conclusions: Federal agencies’ participation in re- 
gional health planning groups has been, for the most part, 
only advisory. In fiscal year 1977, the responsible agencies 
spent over $6 billion to provide medical care to Federal 
beneficiaries and over $700 million for care in the non- 
Federal sector. Increased interagency sharing is being 
planned, and an interagency Federal Health Resources 
Sharing Committee has been established. However, there 
are obstacles to interagency sharing such as the absence of 
a specific legislative mandate or guidance for this purpose, 
restrictive regulations and policies, and inconsistent 
methods for reimbursing agencies for services provided to 
beneficiaries of other agencies. 
Recommendations: The Secretaries of Defense and HEW 
and the Administrator of VA should direct the committee to 
seek solutions to obstacles within agencies which impede 
sharing, and report annually to congressional appropria- 
tions committees on progress. The Director, Office of 
Management and Budget (OMB). should establish a 
management group to work with agencies to better coordi- 
nate the development of an effective Federal sharing pro- 
gram. Congress should enact legislation to establish an ex- 
panded and cost-effective interagency sharing program. 
The legislation should establish a policy that directs in- 
teragency sharing, authorize Federal direct health care pro- 
viders to accept all categories of beneficiaries on a referral 
basis when advantageous, eliminate restrictions on medical 
services which can be shared, authorize sharing arrange- 
ments by Federal field hospital managers, authorize expan- 
sion of services for cost effectiveness, establish a policy re- 
quiring fullest use of nearby Federal medical resources, au- 
thorize a method of reimbursement for Federal hospitals in 
which revenues would offset expenses, and assign to OMB 
responsibilities for coordinating interagency sharing and re- 
porting to Congress. 

Agency Comments/Action 

DOD, VA, and HEW generally agreed with the conclusions 
and recommendations, expressing their support for the 
concept of increased sharing of Federal medical resources. 
They cited several actions that have already been taken to- 
ward this objective, including the establishment of the 
Federal Health Resources Sharing Committee. OMB 
agreed that interagency sharing should be improved. but 
did not agree with some of the recommendations concern- 
ing its role in increasing interagency sharing. OMB strongly 
disagreed with the proposed legislative mandate and the ex- 
tent to which the legislation would thrust OMB into the 
direct management of agency health programs. None of 
the administrative obstacles identified in the report have 
been resolved. However, the major obstacle to interagency 
sharing, the issue of inconsistent and unequal methods for 
reimbursing agencies for services rendered to other agen- 
cies’ beneficiaries, were considered by the Federal Health 
Resources Sharing Committee. No resolution of this matter 
has been achieved. OMB has not established a manage- 
ment group to work with DOD, HEW, and VA to coordinate 
the development of an effective interagency sharing pro- 
gram. Legislation was introduced in the second session of 
the 96th Congress to establish an effective interagency 
medical resource sharing program. This legislation focuses 
primarily on the operation of the DOD and VA direct health 
care systems. 

Appropriations 

Medical care - Veterans Administration 
Operation and maintenance - Army, Navy, Air Force 
Military construction - Army, Navy, Air Force 
Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Eliminating legislative and administrative obstacles and im- 
plementing a structured Federal interagency sharing pro- 
gram would be advantageous to both the Federal Ciovern- 
ment and its health care beneficiaries. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 
Military Medicine Is in Trouble: Complete Reassessment Needed 
(HRD-79-107. B-16-79) 

Departments 01 Defense, the Alr Force, the Army, and the Navy 

Budget Function: National Defense: Defense-related Activities (0054) 
Legi&tive Authortty: IO USC’. 1074 . 10 USC. 1076 

Since the end of the draft in 1973, the military’s direct medi- 
cal care system has experienced a gap between the number 
of military physicians it has available and the number need- 
ed to provide medical care, thereby seriously impairing the 
system’s ability to meet peacetime medical needs efficiently 
and effectively. Hospital operations have been hampered by 
the lack of physicians, as has the ability of active-duty 
members to obtain medical care. 
FindlngaiConclusions: The military service medical depart- 
ments project substandard professional staffing levels past 
1984, with no foreseeable increase in the supply of military 
physicians. Department of Defense data showed 
widespread closings and reductions of medical services in 
fiscal year 1978 due to the shortage, affecting all benefi- 
ciaries. GAO visited seven military hospitals and found serv- 
ices closing and reopening, depending on physician availa- 
bility, patients sent elsewhere or moved long distances for 
specialized services: greater dependence on civilian serv- 
ices; longer waits by patients; occasional denial of services; 
and temporary assignments of physicians to short-handed 
nonmedical functions. GAO recognizes the physician short- 
age but sees additional reasons for the system’s shortcom- 
ings, including shortages among other medical service per- 
sonnel. GAO surveyed beneficiaries living within 30 miles of 
military hospitals and found that most families of retired 
members had tried to obtain medical care during an 
8-month period; about one-third of them could not do so. 
GAO estimated that in the survey period, 104,000 active- 
duty members and 157,000 retirees failed to obtain care. A 
followup questionnaire from GAO showed that most pa- 
tients sought medical care elsewhere because of physician 
shortages or long waits for appointments; they compared 
civilian care favorably to that of military hospitals and ex- 
perienced only slight difficulty in paying for these services. 
Recommendations: Congress should reevaluate the role 
and structure of the military medical care system and direct 
DOD to improve its abilities to serve beneficiaries in peace- 
time, including clarification and recognition of the system’s 
mission and role as a peacetime health care *delivery sys- 
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tern. Clear policies should be adopted as to the system’s 
peacetime clients and how those not adequately served can 
best obtain medical care from other sources. Congress 
should consider three alternative proposals: adequate staff- 
ing of military facilities to provide care for all beneficiaries; 
providing care in military hospitals and financing care in ci- 
vilian hospitals while limiting military hospital access under 
service capacity restrictions or eliminating service entitle- 
ment for certain beneficiary groups; or continuing to offer 
military hospital care and civilian hospital financing but 
reducing the number of operational military hospitals to a 
number that could be adequately staffed by existing and 
projected levels of physicians and staff personnel. GAO 
made several secific recommendations to DOD for improv- 
ing the direct care system’s ability to serve beneficiaries. 

Agency Comments/Action 

DOD agreed with the basic findings and with the need for 
Congress to reevaluate the role and structure of the 
military’s direct medical care system in peacetime. DOD 
believes, however, that some of the alternatives GAO pro- 
posed could reduce wartime contingency capability. Con- 
cerning the recommendations to DOD for improving the 
direct care system’s capability to serve beneficiaries, DOD 
said the problems addressed by GAO were recognized and 
that efforts were being made to alleviate them. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Military construction - Army, Navy, Air Force Military per- 
sonnel - Army, Navy, Air Force 

Appropriations Committee Issues 

The adoption of any proposal to alter the present makeup 
of the military health care system will have significant fund- 
ing implications, which must be considered by the Ap- 
propriations Committees. 
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DEPARTMENT OF DEFENSE - MILITARY 

HEALTH MATTERS 

Sharing Cardiac Catheterization Services: A Way To /mprove Patient Care and Reduce Costs 
(HRD-78-13, II-17-77) 

Departments of the Army, the Navy, and the Air Force 

Budget Function: Health: Health Care Services (0551); Health: Health Planning and Construction (0554) 
Legislative Authority: Economy Act (31 U.S.C. 686). P.L. 89-785. 

Cardiac catheterization is a procedure used to diagnose 
possible heart conditions. It is performed in 90 Federal hos- 
pitals: 66 Veterans’ Administration (VA) facilities; 20 Depart- 
ment of Defense (DOD) facilities; 3 Public Health Service 
hospitals; and the National Institutes of Health clinical 
center in Bethesda, Maryland. Several medical professional 
organizations, as well as VA, have developed guidelines for 
cardiac catheterization laboratories. These guidelines are in- 
tended to keep physicians’ skills high and to minimize risk 
to patients. DOD and the Public Health Service have no 
such guidelines. 
FindlngsGoncluslons: The number of cardiac catheteriza- 
tions being performed in DOD and VA laboratories varied 
considerably. For fiscal year 1976, catheterizations per- 
formed at the Federal hospitals reviewed ranged from 574 
at Walter Reed in Washington, D.C., to 60 procedures at 
Wright Patterson in Dayton, Ohio. Also, there was no corre- 
lation between the number of catheterizations performed 
and the number of physicians performing them. In addition, 
physicians at the hospitals had differing views of the 
number of catheterizations that should be performed to 
maintain their proficiency. In each of four geographic areas 
visited, there were opportunities to provide cardiac catheter- 
ization on a shared basis which could increase patient safety 
and reduce costs to the Government. The sharing oppor- 
tunities could be accomplished within the framework of 
present laws governing DOD and VA operations. 
Recommendations: The Secretaries of Defense and Health, 
Education, and Welfare (HEW) and the Administrator of 
Veterans Affairs should: (1) jointly develop uniform Federal 
guidelines for the planning and use of Federal cardiac 
catheterization laboratories which associate the number of 
catheterization procedures to be performed with the 
number of physicians that should perform them; (2) con- 
sider what variances from those guidelines might be ap- 
propriate; (3) jointly analyze the use levels at the laboratories 
and adjust the manner in which this diagnostic service is 
provided, and, where feasible, provide cardiac catheteriza- 
tion on a joint or shared basis in a single Federal facility; 
and (4) consider discontinuing the procedure in Federal fa- 

cilities in geographic areas where the Federal guidelines 
cannot be met and obtaining this service from nearby civil- 
ian hospitals. The Director of the Office of Management and 
Budget should oversee the offers of DOD, HEW, and VA in 
developing uniform Federal guidelines for the planning and 
use of Federal cardiac catheterization laboratories to insure 
it is accomplished in an appropriate and timely manner. 

Agency Comments/Action 

HEW, VA, and DOD generally agreed with the recommen- 
dations and have been trying since June 1977 to develop 
uniform Federal cardiac catheterization guidelines. A Cardi- 
ac Catheterization Laboratories Subcommittee report was 
presented to the Federal Health Resources Sharing Com- 
mittee at the January 10, 1979, meeting and completed at 
the April 6, 1979, meeting. The subcommittee report con- 
tains 16 findings and 14 general program recommenda- 
tions. However, no uniform guidelines and criteria have yet 
been adopted by the affected agencies. OMB has taken no 
action to specifically oversee the development of cardiac 
catheterization guidelines or to insure that it is accom- 
plished in an appropriate and timely manner. 

Appropriations 

Medical care - Veterans Administration 
Operation and maintenance - Army, Navy, Air Force, De- 
partment of Health and Human Services 
Military personnel - Army, Navy, Air Force, Department of 
Health and Human Services 
Military construction - Army, Navy, Air Force, Department of 
Health and Human Services 

Appropriations Committee Issues 

Budget requests for funds for cardiac catheterization lab- 
oratories or similar specialized services should include jus- 
tifications as to the need for the services. These justifica- 
tions should adequately assess the patient demand and the 
possibility of using other DOD, VA, or HHS facilities. 
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DEPARTMENT OF DEFENSE -MILITARY 

HEALTH MATTERS 

Workplace Safety and Health Hazards at DOD hstallations 
(HRD-80-20, 12-12-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: Health: Consumer and Occupational Health and Safety (0559) 
Legislative Authority: Occupational Safety and Health Act of 1970 (29 U.S.C. 651). 

A review was conducted of the efforts made to identify and 
correct workplace safety and health hazards at Department 
of Defense (DOD) installations. 
Findings/Conclusions: DOD has identified and corrected 
many hazards as part of its safety and health programs. 
However, many serious hazards have remained uncorrected 
for long periods of time. The primary reason why hazards 
remain uncorrected is a lack of funds; many hazards would 
be costly to correct. The DOD cost estimate of $500 million 
to correct all serious hazards is significantly understated. 
However, many corrections could be made at little cost. In 
such cases, greater management attention is needed to as- 
sure compliance with existing safety and health standards. 
Since the Occupational Safety and Health Administration 
cannot require DOD installations to correct the hazards, 
DOD must enforce standards itself. An effective program to 
correct existing safety and health hazards requires a realistic 
estimate of how many hazards exist in the workplace and 
how much it would cost to correct them. Although DOD In- 
structions provide for such estimates for each installation, it 
does not require the consolidation of these estimates into a 
DOD-wide estimate. 
Recommendations: The Secretary of Defense should annu- 
ally advise the House and Senate Appropriations Commit- 
tees in its budget justification of the funds needed to elim- 
inate workplace hazards and what DOD has done to elim- 
inate workplace hazards. For those hazards which can be 
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corrected or minimized at a relatively small cost, the Secre- 
tary should require that installations: correct such identified 
hazards with available funds; provide appropriate personal 
protective equipment until engineering controls can be im- 
plemented, or for work situations where engineering con- 
trols are not feasible; and provide additional training as 
needed to workers and supervisors regarding the impor- 
tance and proper use of personal protective equipment. 

Agency Comments/Action 

DOD provided a report on occupational safety and health 
hazards to the House Committee on Appropriations. DOD 
also requested about $125 million for abatememt of ha- 
zards in fiscal year 1981 and stated that future programs 
and budget requests will reflect the increased requirement 
for progressive prioritized abatement of serious hazards. 

Appropriations 

Department of Defense 

Appropriations Committee Issues 

Continued attention is needed to assure that DOD funding 
needs for correcting safety and health hazards are clearly 
identified in budget submissions so that such needs receive 
appropriate consideration by the Committees. 



DEPARTMENT OF DEFENSE - MILJTARY 

LOGISTICS SUPPORT PLANNING 

Modernizing the Air Reserve Forces--More Emphasis on Logistics Support Needed 
(LCD-80-11, 11-6-79) 

Departments of Defense and the Air Force 

Budget Function: National Defense (0050) 
Laglslative Author@ A.F.R. 800-8. A.F.R. 28-40. 

Air Force plans to modernize the Air Reserve Forces need 
to match logistics support more effectively with operational 
needs. 
Findings/Conclusions: Neither the Department of Defense 
nor the Air Force required integrated support plans from 
the Reserves in order to ensure that logistics support met 
operational needs. The Reserves were structured, based, 
and supported quite differently from the Active Forces, 
often causing severe support problems when aircraft were 
transferred. The decentralized structure of the Reserves was 
more costly to operate than the centralized Active Forces. 
When mobilized. the Reserves would be reconfigured like 
the Active forces, so peacetime support should mirror this 
configuration. That it did not resulted in peacetime support 
that far exceeded wartime need. The Air Force could greatly 
reduce costs and increase Reserves’ effectiveness by con- 
sidering support alternatives such as centralizing logistics 
support activities, colocating common aircraft, using Active 
Air Force bases to a greater extent, and expanding the Air 
Force Associate Program to include the Air National Guard. 
Recommendations: The Secretary of the Air Force should 
reconsider present modernization plans with emphasis on 
reducing support requirements. Integrated logistics support 
planning should be used to determine the logistics impact 
of transferring aircraft to the Air Reserve Forces. The Secre- 
tary of Defense should require the Secretary of the Air 
Force and the Chief of the National Guard Bureau to: 
operate and support the peacetime Air Reserve Forces 
structure as it will be in wartime; colocate common type air- 
craft and centralize support functions to a greater extent; lo- 
cate Air Reserve Forces on Active Air Force bases to a 
greater extent; and expand the Air Force Associate Program 
to other mission areas and include the Air National Guard. 

Agency CommentslAction 

DOD and the Air Force agreed that improved planning 
could result in better logistics support of the Air Reserve 
Forces, but the complex issues involved require long-term 
study. Although the peacetime support structure of the Air 
Reserve Forces should be as similar as possible to the war- 
time needs, flexibility is gained from excess logistices sup- 
port dictated by the peacetime structure. Colocation of 
common type aircraft, use of active Air Force bases, and 
centralization of support functions could result in significant 
savings, but costs and other disadvantages need to be stu- 
died before such changes are made. Further, local recruit- 
ing potential is a vital consideration in colocating Reserve 
units, particularly those not located near major metropolitan 
areas. 

Appropriations 

Operation and maintenance - Air Force 
Procurement - Air Force 

Appropriations Committee Issues 

Flexibility gained from excess peacetime logistics support 
must be evaluated against the additional costs. Other costs 
associated with colocating Reserve units on active bases, or 
centralizing support functions, must be considered to deter- 
mine realizable long-range savings and other benefits. 
While recruiting potential is an important consideration in 
colocating, many Reserve units are near each other and 
draw on the same recruiting potential but remain as 
separateiy supported units. 
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DEPARTMENT OF DEFENSE - MILITARY 
MAINTENANCE, REPAIR AND OVERHAUL 

Comparison of Air Force and Navy Aircraft Engine Parts Reparability Coding 
(LCD-80-85, 7-8-80) 

Departments ot Defense, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense 

A survey was undertaken of depot overhaul and repair pro- 
cedures for aircraft engines and their associated costs. In 
the survey, GAO noted that some aircraft engine parts, 
which both the Air Force and the Navy repair, are coded as 
reparable by the Air Force and nonreparable by the Navy. 
This is possible since both the Air Force and Navy consider 
in their coding of engine parts the purchase price, cost to 
repair, and the number of parts in each inventory. 
FindlngsGoncluslons: In its review, GAO found that all the 
potential savings to be gained from repairing a part are not 
being realized. An estimated 700 out of a total of 1,300 
parts, being repaired by each service and coded differently, 
are pans which could be condemned at maintenance levels 
below the depot level. The potential savings from their 
repair could total $1.3 million. Additionally, GAO found that 
the difference in coding hinders the Department of 
Defense’s efforts to integrate the management of parts 
used by two or more services. According to Air Force offi- 
cials, a part repaired by two services will never be integrated 
beyond Phase I if each service codes the parts differently. 
Parts coded reparable and nonreparable are funded 
separately and have different requirement computations for 
new purchases. These differences are such that it is imprac- 
tical for one service to effectively manage the parts of 
another service unless both code the parts the same. 
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Military (except procurement and contracts) (0051) 

Recommendations: The Secretary of Defense should re- 
quire the Navy to review its coding of aircraft engine parts 
now coded nonreparable and to recode these parts ap- 
propriately if they can be economically repaired by either 
the Navy or the Air Force. 

Agency Comments/Action 

Agency comments had not been received as of the date 
that this report was prepared. 

Approprlations 

Operation and maintenance - Air Force 
Operation and maintenance - Navy 

Appropriations Committee issues 

An estimated 700 out of a total of 1,300 parts, being 
repaired by each service and coded differently, are parts 
which could be condemned at maintenance levels below 
the depot level. The potential savings from their repair could 
total $1.3 million. 



DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 

The Navy Does Not Know if It Has Too Much NectroniclEiectrical Depot Maintenance Capability, Too Little, or 
the Right Kind 
(LCD-80-3, 1 I-2-79) 

Departments of Defense and the Navy, and Office of Management and Budget 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The management of depot maintenance of 
electronic/electrical items at Navy shipyards, naval air re- 
work facilities, and naval electronic systems engineering 
centers was reviewed at 18 locations. Equipment is main- 
tained at depots or contractor plants when it needs mainte- 
nance which requires more extensive facilities and equip- 
ment and more skilled personnel than are available at lower 
maintenance levels. The objective of depot maintenance is 
to sustain weapon and end-item systems in a state of 
operational readiness, consistent with the mission require- 
ments of the operating or tactical elements, and at the least 
cost. 
FindlngsZonclusions: The Navy’s in-house depot mainte- 
nance of electronic/electrical equipment costs more than 
$275 million per year. While it has made broad wartime 
planning assumptions to identify projected gross operating 
levels for its industrial complex, the Navy has not deter- 
mined its mobilization requirements in terms of specific 
resources needed. This failure to equate projected wartime 
usage with the need for specific facilities, equipment. and 
skills has resulted in the development of 
electronic/electrical capacity far in excess of peacetime re- 
quirements. Insufficient information concerning require- 
ments and resources, inadequate long-range planning, and 
an inclination towards self-sufficiency and autonomy at the 
installation level have hindered proper depot sizing. 
Recommendations: The Secretary of the Navy should iden- 
tify mobilization maintenance workload requirements and 
translate them into specific maintenance resources, such as 
facilities, equipment, and skills; distribute this workload 
among Navy, commercial, and other military service facili- 
ties; and develop a master plan to properly size the available 
resources. This plan should include a timetable for phasing 
out excesses, consolidating underused capabilities, and 
spending available funds to alleviate shortages and to reno- 
vate or upgrade those facilities which are needed. The 
Secretary of the Navy should instruct the Naval Air Systems 
Command (NAVAIR) to examine the justification for the al- 
ready approved $1.9 million worth of equipment and con- 
sider existing equipment at North Island and other Depart- 
ment of Defense depots when evaluating future procure- 
ment of equipment at North Island. The Secretary of the 
Navy should direct the Naval Sea Systems Command to 
evaluate alternatives to completing the top two floors of 
Philadelphia’s Building 1000. He should also direct the 
Commander, Alameda Naval Air Rework Facility. to disap- 
prove the creation of a printed circuit board manufacturing 
capability at Alameda, unless Alameda can demonstrate 

that the other capabilities (in-house and contractor) cannot 
satisfy Alameda’s requirements. The Secretary of the Navy 
should direct the Commander of NAVAIR, to the extent con- 
sistent with mission requirements, to: transfer the balance 
of the Air Identification Marks System (AIMS) program from 
Alameda to Pensacola and require that Alameda obtain its 
AlMS instruments through the supply system; require 
Alameda to transfer its AlMS equipment to Pensacola; and 
require that Pensacola delete the $5 18,000 AlMS automatic 
test system from its requirements list and use Alameda’s 

Agency Comments/Action 

Navy officials concur in the need to strengthen the planning 
effort for identifying mobilization maintenance workload re- 
quirements. They mentioned several recent Navy initiatives 
aimed at improving this area. NAVAIR has been developing 
an annual depot maintenance mobilization plan for avionics 
equipment since 1976. The plan assesses the capability of 
NAVAIR resources to support mobilization contingencies. 
The plan also details total depot requirements in terms of 
direct labor hours and identifies shortfalls in staffing, equip- 
ment, and facilities to the productive shop level. The Joint 
Logistics Commanders panel has chartered a Tri-Service 
group to analyze aeronautical depot maintenance capacity 
to meet mobilization needs to recommend depot configu- 
ration and maintenance management alternatives. The 
study results are due in April 1981. NAVSEA is currently 
working on identifying mobilization requirements for nona- 
viation commodities required to be serviced in the ship- 
yards. Navy officials also state that their actions are con- 
strained by differences in resources necessary to overhaul a 
ship from those needed to overhaul an aircraft Because of 
this, aviation requirements, as a general method of plan- 
ning, are separated from nonaviation requirements, 

Appropriations 

Operation and maintenance - Navy 
Military construction - Navy 

Appropriations Committee Issues 

The Committees should monitor the Navy’s actions to as- 
sure that its Electronic/Electrical Depot Maintenance Mobili- 
zation requirements in terms of specific resources, such as 
facilities, equipment, skills, and technologies, are better 
quantified. 
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DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 

Navy Has Opportunities 70 Reduce Ship Overhaul Costs 
(LCD-80-70, G-17-80) 

Department of the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The Navy can reduce ship overhaul costs by sending dam- 
aged parts to a central point and either repairing them in 
batches or scrapping them. The remove-and-replace con- 
cept avoids unnecessary repair of items that are available in 
the supply system and increases shipyard efficiency. The 
Navy uses the concurrent rework concept which entails 
components being repaired simultaneously with the ship’s 
overhaul. This method is less efficient than the remove- 
and-replace concept, which is not followed because imple- 
menting procedures were never issued. In the last 6 years, 
costs per overhaul have increased almost threefold. Com- 
ponents which were available in the supply system could 
have been overhauled at a lower cost through batch proc- 
essing. Navy policy is to ensure that all material is readily 
available before starting ship overhauls to avoid production 
stoppages, but in practice, not all of this material is used 
during overhauls. Shipyards have accumulated sizable in- 
ventories of leftover material. Excess items in shipyard in- 
ventories occurred because the supply system did not have 
visibility over the material, and the shipyard did not report 
the excesses to the supply system in a timely manner. 
Items which are in excess when individual job orders are 
complete are not reported as excess until ship overhaul is 
complete. This interval can vary from a few months to over 
a year. 
FindlngsiConcluslona: The Navy could reduce overhaul 
costs for electronic components by several million dollars a 
year by taking advantage of the remove-and-replace con- 
cept. The Navy should establish procedures to ensure that 
assets available in the system are adequately considered 
before initiating any concurrent rework. It should also 
periodically monitor and evaluate shipyards’ implementa- 
tion of established procedures and policy. Greater efficiency 
and effectiveness is possible through better supply system 
visibility of shipyard inventories. During the interval 
between job order completion and ship overhaul comple- 
tion, the supply system does not have visibility over the ex- 
cess material and identical items may be procured or 
repaired by inventory managers to satisfy the n&eds of other 
users. 
Aecommendatlons: The Secretary of Defense should direct 
the Navy to discontinue routine concurrent rework except 

for those items where replacements are not available; 
develop and implement operating procedures that require 
shipyards to use the remove-and-replace concept during 
ship overhauls when replacement items are available in the 
supply system; periodically monitor and evaluate shipyard 
efforts in carrying out the Navy policy of using available 
supply system assets; require shipyards to promptly review 
and report unneeded materials to the supply system after 
job orders are closed; and ‘develop procedures to provide 
the supply system managers with visibility over all assets, in- 
cluding those earmarked for specific projects. Such pro- 
cedures would allow the supply system managers to (I) 
compare shipyard assets with unfilled customer orders, and 
(2) release assets to the highest priority customers when 
warranted. 

Agency Comments/Action 

In a letter dated August 18, 1980, DOD stated that it gen- 
erally agreed with the first three recommendations and is 
taking appropriate action on them. It objects to the fourth 
recommendation relating to the timeframe when unneeded 
shipyard materials are to be reported to the supply system. 
DOD supports the concept of the fifth recommendation 
and is conducting a test to determine benefits and costs of 
providing visibility of shipyard assets to the Navy Inventory 
Control Point. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 

The Committee should investigate the following areas: (1) 
the amount of advance funding could be reduced if the 
Navy made greater use of material and equipment available 
in the supply system: (2) the Navy can reduce ship overhaul 
costs and increase shipyard efficiency by taking advantage 
of opportunities to use the remove-and-replace concept; 
and (3) greater efficiency and effectiveness is possible 
through better supply system visibility of shipyard inven- 
tories. 



DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 

Navy Missile Maintenance Cen Be Done Cheaper by Improving Productivity 
(LCD-80-43, 4-Y-80) 

Departments of Defense and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and Contracts) (0051) 

The Navy has not tailored its intermediate missile mainte- 
nance resources to effectively meet its needs. To achieve an 
effective and economic match of maintenance resources 
with its needs, the Navy must be able to compare the facili- 
ties’ capacity with projected requirements. However, the 
Navy has neither determined its facilities’ capacity nor the 
private sector’s capacity to meet its missile maintenance re- 
quirements. 
Findlngs/Concluslons: Navy officials recognize that its mis- 
sile maintenance resources are greater than needed, but 
they do not know to what extent. An analysis indicated that 
the Navy’s missile maintenance capacity should be re- 
duced. Weapons stations are not using their work force effi- 
ciently because of fluctuating or insufficient workloads. As a 
result, there is excessive idle time and skilled workers are 
assigned to nonskilled jobs. The underused missile mainte- 
nance capacity is costing millions of dollars annually, but 
this information has not been provided to the Secretary of 
Defense. Furthermore, the customers of the maintenance 
facilities are paying for the unused capacity. The Navy lacks 
assurance that missile maintenance production is accom- 
plished effkiently because the maintenance facilities are 
without effective work measurement systems. Consequent- 
ly, actual performance standards cannot be evaluated or 
compared to performance standards or to other work at 
similar facilities. 
Recommendations: The Secretary of the Navy should (1) 
determine the private sector’s and the Navy’s available 
capacity for intermediate maintenance of air and surface 
launched missiles; (2) properly size the Navy’s maintenance 
capacity to meet the air and surface launched missile re- 
quirements; (3) develop and implement a plan to systemati- 

cally eliminate unneeded capacity; (4) report to the Secre- 
tary of Defense costs to retain or sustain unused or un- 
derused maintenance facilities in a readiness-for-mobiliza- 
tion position; (5) delay planned facility improvements that 
will not adversely affect mission effectivenss until capacity 
determinations have been completed and the improve- 
ments can be justified; (6) provide greater management 
support and reinforcement of work measurement concepts 
and principles at all management levels; (7) critically exam- 
ine workloads at each maintenance facility to determine on 
which tasks labor standards should be developed; (8) direct 
missile maintenance managers to compare operating costs 
among facilities as a tool to increase missile maintenance 
productivity: and (9) closely monitor these actions and es- 
tablish a realistic target date for estimating labor require- 
ments based on labor standards rather than on historical 
data. 

Agency Comments/Action 

The Secretary of the Navy generally agreed with the recom- 
mendations outlined in the report. However, the Navy is un- 
convinced that unneeded maintenance capability/capacity 
exists and, in fact, indicated that more may be needed. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 
The Navy should have sufficient, but not excessive, inter- 
mediate level maintenance capacity for guided missiles to 
meet its requirements. 
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DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 

Observations on the Neet Support Provided by the Navy’s Shore installations In the Western Pacifk and Indian 
Ocean 
(LCD-78-426A. l-26-79) 

Departments of Defense and the Navy 

Budget Function: National Defense: Department of Defense 

The U.S. Seventh Fleet consisted of about 160 ships during 
peak operations in Southeast Asia. Today the fleet consists 
of about 50 ships. In spite of this reduction, the Navy contin- 
ues to maintain an extensive shore establishment to provide 
the reduced fleet logistics support. The fleet reduction has 
led to idle capacities and has increased costs at the ship 
repair facilities. Positive action has been taken, however, to 
reduce overhead costs as much as possible. But Navy offi- 
cials believe the primary contributors to increased costs are 
worldwide inflation and a reduction in the value of the U.S. 
dollar. GAO believes these developments provide even 
more reasons why the Navy should review its ship mainte- 
nance practices to assure that key economical approaches 
have been considered. Department of Defense (DOD) offi- 
cials stated that the primary justification for retaining the 
depot maintenance capacity is that it meets contingency re- 
quirements. Although the Navy had computed wartime re- 
quirements for these activities, their determinations were 
not current, nor were they systematically developed. 
Flndlngs/Concluslons: Possible contingencies in the Pacific 
and Indian Ocean could include a worldwide war with the 
Soviets, a conflict in Korea, or a smaller brush fire conflict. 
According to the Congressional Budget Office, Navy forces 
currently deployed in the Pacific appear to exceed the re- 
quirements of either a conflict in Korea or the threat from 
the Soviet Pacific Fleet. GAO is concerned with the level of 
U.S. Navy forces because it is the primary factor in deter- 
mining wartime ship maintenance requirements. The size 
of the Pacific Theater Navy deployment for these scenarios 
has been questioned. Since the definition of peacetime ship 
maintenance support requirements should include con- 
sideration of wartime deployment requirements, the level of 
ship maintenance resources also needs to be questioned. 
The Navy believes that its forces must be as self-sufficient 
as possible. However, the setf-sufficiency concept can dupli- 
cate support activities, increase costs, and cause inade- 
quate consideration of alternatives. The Navy has planned 
for an increase in activity and staffing at the Western Pacific 

Military (except procurement and contracts) (0051) 

ship repair activities during war. However, this increase in 
activity has not been systematically developed from a de- 
tailed analysis of the probable workload from modern war 
conditions. 
Recommendations: The Secretary of Defense should 
reassess the requirements for ship maintenance in the Pa- 
cific and Indian Oceans and should direct the Navy to: 
quantify total wartime and peacetime ship maintenance re- 
quirements for Western Pacific and Indian Ocean opera- 
tions; define specifically how much maintenance should be 
performed by ships’ forces, intermediate maintenance ac- 
tivities, depot level activities, and commercial contractors; 
and match these refined wartime ship maintenance require- 
ments with refined peacetime needs to determine what 
peacetime capacity should be retained and modernized. 

Agency Comments/Action 

DOD agreed with the recommendations that wartime ship 
maintenance requirements should be better quantified. 
Further, the Navy is currently studying wartime and peace- 
time maintenance requirements to determine what level of 
maintenance capability should be retained and modernized. 
However, the study will take some time to complete. GAO 
will continue to monitor the Navy’s action to provide a sys- 
tematic approach to determine wartime ship maintenance 
requirements and the peacetime capability that should be 
retained and modernized. 

Approprlations 

Military construction - Navy 

Appropriations Committee Issue 

The Committees should monitor the Navy’s actions to as- 
sure that wartime ship maintenance requirements are better 
quantified. 



DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 

Retention of FRAM Destroyers May Be impractical 
(LCD-80-76, 7-3-80) 

Department of the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

GAO was asked to review the Navy’s reasons for retiring 
Fleet Rehabilitation and Modernization (FRAM) destroyers 
in the Naval Reserve Force. Specifically, it was requested 
to: (1) evaluate the material condition of the ships; (2) deter- 
mine if these ships could be provided with mission essential 
equipment to enable them to perform a useful mission 
through 1985; and (3) determine if these ships could be 
overhauled and upgraded at a reasonable cost to extend 
their useful life. Also, the habitability of the ships was re- 
viewed. The Senate and House Committees on Appropria- 
tions agreed in conference that the Navy should retain 12 of 
the 20 Naval Reserve Force destroyers programmed for 
decommissioning in fiscal year 1980, while a careful review 
of the practicality of retaining the remaining ships was con- 
ducted. As an interim measure the Committees provided 
funds and directed the overhaul of three destroyers in fiscal 
year 1979 and two in fiscal year 1980. The fiscal year 1980 
appropriation for these overhauls amounted to $34 million. 
These overhauls have not yet begun. The House Commit- 
tee on Appropriations, on several occasions, expressed 
concern about the Navy’s decision to decommission the 
reserve destroyers in light of the fact that a severe shortage 
of escort ships exists through 1985. However, the Navy has 
recently reexamined force level objectives and has deter- 
mined that the number of escort ships is sufficient to meet 
minimum escort force level objectives. 
FindlngslConcluslons: The method that the Navy used to 
calculate minimum escort force levels was reviewed. The 
Navy contended that the need for major combatants is far 
greater than the need for less capable escorts; therefore, it 
believed that the limited funds available should be used to 
improve the major combatants’ capability. GAO visited six 
FRAM destroyers and found that four appeared structurally 
sound. However, it should be noted that three of the four 

ships had recently been overhauled. Of the remaining ships, 
one appeared to be in fair condition and the other in poor 
material condition. Because of incomplete overhauls in the 
past, the FRAM destroyers would now require more exten- 
sive overhauls to operate an additional 3 to 5 years. Each 
overhaul is estimated to cost $24 million. Such an overhaul 
would require approximately 3 years to perform. This does 
not seem practical since the FRAM destroyers are being 
considered for extended operations only through 1985. It is 
believed that it would cost an estimated $115 million to up- 
grade the FRAM destroyers to be comparable to ships of 
the Knox or Perry class. Habitability aboard the FRAM des- 
troyers does not meet Navy standards as the destroyers lack 
many conveniences found on newer ships. It was conclud- 
ed that the retention of the FRAM destroyers is not warrant- 
ed or practical. Therefore, the House and Senate Commit- 
tees on Appropriations may want to reconsider their direc- 
tion to the Navy to retain the ships and to proceed with the 
overhaul of two FRAM destroyers at a cost of $34 million. 

Agency Comments/Action 

The Navy generally concurred with the findings and conclu- 
sions. 

Appropriations 

Operation and Maintenance - Navy 

Appropriations Committee Issues 

The Committees should reconsider their direction to the 
Navy to retain the ships and to proceed with the overhaul of 
two FRAM destroyers at a cost of $34 million. 
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DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 
MOBILIZATION 

Significant Savings Possible Through More Efficient Depot Maintenance of Army Combat Vehicles 
(LCD-80-82, 8-7-80) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

For years, Congress has expressed concern about the low 
productivity level and increasing maintenance costs at De- 
fense depots. During the fiscal year 1979, the Army spent a- 
bout $688 million on depot maintenance in the continental 
United States and in Europe, of which about $263 million 
was spent to overhaul and repair combat vehicles and asso- 
ciated components at three depots in the United States. and 
one in Maim, West Germany. 
FlndingslConclusiona: It was found that productivity could 
be improved and maintenance costs could be reduced if 
the Army: ( 1) operated its three U.S. depots as effectively as 
the the one in Maim; (2) overhauled vehicles only when 
needed based on mileage and vehicle condition; and (3) el- 
iminated work at the depot level that could be accom- 
plished at a lower level. Good estimating techniques, based 
on reliable work measurement data, were not used to identi- 
fy and control labor requirements for combat vehicle 
overhauls and repairs. Instead, the depots used historical 
averages of prior work which perpetuate the mistakes and 
inefficiencies of prior estimates. The methods and stand- 
ards program, which is the key to workloading and effective 
production control, lacked management emphasis, quality, 
and quantity. The labor and production reporting system 
did not contain reliable data for making decisions and 
analyzing variances between actual and expected results. 
Questionable rework and nonproductive time charges con- 
tributed to this lack of reliable data. Work methods em- 
phasized overhaul rather than less costly repairs of major 
vehicle assemblies. 
Recommendations: The Secretary of Defense should direct 
the Army to: (1) determine total combat vehicle mainte- 
nance requirements for Europe and the quantities to be sat- 
isfied by the Maim Army Depot and other maintenance 
sources; (2) establish more realistic wartime maintenance 
workloads for combat vehicle depots in the U.S.; (3) deter- 
mine contractor potential for doing more combat vehicle 
depot maintenance work so that the Army can effectively 
match requirements with available resource% (4) identify 
the extent of repair parts shortages and make sure the im- 

pact of such shortages on depot maintenance capacities 
and capabilities is appropriately considered in mobilization 
planning; (5) discontinue the practice of selecting combat 
vehicles for overhaul on the basis of accumulated mileage; 
(6) periodically monitor and evaluate the progress made in 
implementing the reliability centered maintenance program 
for combat vehicles; (7) identify and assign work to the ap- 
propriate maintenance level so as to maintain expertise and 
capability at all maintenance levels; (8) estimate labor re- 
quirements on the basis of valid labor standards rather than 
on fvted prices or historical averages: (9) fully implement an 
effective work measurement system at U.S. depots: (10) re- 
quire system discipline and integrity to overcome existing 
inadequacies and errors in the U.S. depots’ and Maim’s 
present management information systems; (11) initiate a 
formal information exchange of work methods and prac- 
tices between the U.S. depots and Maim, and make the 
most cost effective practices the standards for all depots to 
follow; and (12) discontinue the practice of routinely 
overhauling vehicles and major assemblies at U.S. depots 
without prior inspection to determine if the condition of the 
vehicles or assemblies actually warrants such overhaul. 

Agency Comments/Action 

The Army generally concurred with all the findings and 
recommendations and initiated a series of actions to over- 
come reported deficiencies. 

Appropriations 

Operation and maintenance - Army 

Appropriations Committee Issues 

Army’s future operations and maintenance budget requests 
should include information on actions taken to improve (1) 
the reliability of its workload forecasts, and (2) the produc- 
tivity of the Army combat vehicle depots, especially the 
three in the continental United States. 



DEPARTMENT OF DEFENSE - MILITARY 

MAINTENANCE, REPAIR AND OVERHAUL 

Followup on the Navy’s Efforts To Improve Productivity at Navy Aircraft Overhaul Depots 
(LCD-80-23, 12-5-79) 

Departments of Detense and the Navy 

Budget Function: National Defense: Defense-Related Activities (0054) 
Leglslatlve Auihorlty: DOD Directive 4151.1. 

A 1975 GAO report to the Congress recommended ways to 
improve productivity of Navy aircraft overhaul depots and 
suggested the possibility of consolidating facilities. The re- 
port concluded that excess capacity existed and recom- 
mended that the Secretary of Defense consolidate, elim- 
inate, or place in resewe status, as appropriate, all excess or 
redundant depot capacity. About 4 years ago, Navy officials 
said that if organic workload was reduced by 4.5 million 
direct labor hours, a rework facility would probably need to 
be closed. The fiscal year 1976 actual organic workload was 
25.8 million direct labor hours. The expected fiscal year 
1981 organic workload is 19 million direct labor hours or 
almost 7 million less than fiscal year 1976. 
FlndingslConclusions: Recent Navy management efficiency 
studies have shown that both peacetime economies and 
mobilization responsiveness can be enhanced by operating 
with less than the current six rework facilities. However, no 
consolidation decision has been made. The failure to re- 
structure the existing rework facilities has created inefficien- 
cies such as low shop usage. Furthermore, the uncertainty 
of consolidation efforts may have hindered facilities’ 
modernization, thereby reducing opportunities for in- 
creased productivity. The 1975 report also stated that op- 
portunities for productivity gains through economic-lot 
batch processing are lost because aircraft components are 
removed and reworked simultaneously with the aircraft. 
Although the Navy recognized the need to limit concurrent 
rework, several recent Navy audit reports have indicated 
that concurrent rework of components continues at some 
rework facilities. 
Recommendations: The Secretary of Defense should con- 
solidate, eliminate, or place in reserve status, any excess 
depot capacity that cannot be economically justified to 
satisfy peacetime and mobilization needs. The Secretary of 
Defense should require the Navy to: establish controls 
which would keep concurrent component rework to a 
minimum; take maximum advantage of opportunities to 

batch process components; and improve the productivity of 
the rework facilities through added management attention 
to the work standards and methods program. 

Agency Comments/Action 

Since the original report in 1975 (Navy Aircraft Overhaul 
Depots Could Be More Productive), several actions have 
been taken by the Navy to improve the efficiency and effec- 
tiveness of aircraft overhaul depots. Among these are 
specific steps to improve controls over depot workloads, 
improve productivity through added management attention 
to the work standards and methods program, and special 
actions to reduce concurrent component rework. In addi- 
tion, the Joint Logistic Commanders are examining the to- 
tal DOD aeronautical depot maintenance program with the 
primary objective of determining the most economical 
peacetime aeronautical depot configuration that will satisfy 
mobilization requirements. This study is not limited to Navy 
facilities, but will include all DOD aeronautical depots. Much 
of the necessary preliminary effort has been completed and 
the next step is to specifically identify future peacetime and 
mobilization workloads for depot maintenance under 
selected assumptions. This detailed visibility of both capaci- 
ty and workload is necessary as a basis for any major 
realignment of facilities. 

Appropriations 

Operation and maintenance - Navy 
Military construction - Navy 

Appropriations Committee Issues 

The Committees should monitor the actions taken by the 
Navy and DOD to improve the efficiency and effectiveness 
of aircraft overhaul depots. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Actlons Needed lo Improve Milltaty Chain of Command and inspectors General Grievance Procedures 
(FPCD-79-23, 6-11-79) 

Department of Detense 

Budget Funcllon: General Government: Central Personnel Management (0805) 

Surveys have shown that many members of the U.S. mili- 
tary services do not have confidence that the grievance pro- 
cedures available to them are effective in resolving their 
problems. 
FindlngsiConcluslons: The services believe that resolution 
of members’ problems is a command responsibility and 
should be accomplished at the lowest possible level in the 
chain of command. The two principal systems available to 
service members, chain of command and Inspectors Cien- 
era1 (IQ, fall short of meeting the criteria which personnel 
experts consider necessary for a workable grievance sys- 
tem. The Army and Air Force permit their members to ini- 
tiate grievances with the IG without first attempting resolu- 
tion through the chain of command. This often results in a 
duptication of effort, delays in resolution, and preclusion of 
supervisors from fulfilling a basic command responsibility. 
The Navy and Marine Corps do not provide such a degree 
of access to the IG; and, as a result, grievances can be 
buried in an ineffective command chain or members may 
feel compelled to go outside the services to government or 
congressional offkials. The independence of the IG is ques- 
tionable since they are responsible to and evaluated by the 
commanders on whose staffs they serve. Data on 
grievances are either nonexistent, incomplete, or inaccu- 
rate. 
Recommendations: The Secretary of Defense should direct 
the services to adopt a grievance system composed of the 
chain of command and IG, with particular emphasis on us- 

ing the strength of the command chain as the primary 
source for initial problem resolution, and using the ICi only 
for third-party review of disputed decisions or chain of com- 
mand inaction. The IG, or an impartial adjudicator if neces- 
sary, should be sufficiently isolated from command control 
so that decisions will be creditable. Time limits should be 
established for each stage of processing and appeals. Data 
on formal cases processed and their outcomes should be 
developed and evaluated, along with periodic organizational 
performance assessments and members’ attitude surveys. 
Members’ awareness and confidence in the grievance sys- 
tem must be increased through well-documented and pub- 
licized procedures and reports of system success. 

Agency Comments/Action 

DOD generally agreed with most of GAO’s recommenda- 
tions and stated that the issues raised in the report merit at- 
tention at all levels within DOD. 

Appropriations 

Operation and maintenance - Department of Defense 

Appropriations Committee Issues 

DOD needs to assure a fair and equitable grievance system 
for military service members. 



DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

The Air Force Can Reduce Its Stated Requirements for Strategic Airlift Crews 
(LCD79-411, 9-19-79) 

Department of the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

Maintaining more crews than necessary to fly the C-5 and 
C-141 strategic airlift planes is costly and unjustified. The 
Air Force has determined that it needs four crews for each 
of these aircraft, but due to efforts to preserve the service 
life of the C-5 by limiting the flying hours of the fleet, only 
3.25 aircrews are presentty authorized for each C-5. The Air 
Force has developed and uses a computer model simulat- 
ing the operations of the strategic airlift system under war- 
time conditions to determine crew needs. However, a 
number of factors the Air Force uses are unrealistic and 
tend to overstate crew needs. 
FlndlngslConcluslons: GAO analyzed model simulations 
made by the Air Force and noted that during the first 45 
days of an emergency, the period of highest demand, the 
utilization rate attained with a crew ratio of 3 to 1, with no 
flying hour limits imposed, was comparable to the rate at- 
tained with a 4 to 1 crew ratio with flying hour limits im- 
posed. Where no flying hour limits were imposed, certain 
aircrews exceeded the 125 hours within 30 days’ limit. This 
indicated that a reduced crew ratio warrants serious con- 
sideration. A reduction of the aircrew ratio from the current- 
ly authorized 3.25:1 to 3:l for the C-5, and from 4:l to 3:l 
for the C-141, would lower the Air Force’s annual funding 
requirement by as much as $105 million for the strategic 
airlift operational fleet if only active duty personnel were re- 
duced. The Air Force omitted the effects of aircraft attrition 
in estimating required crews. At least three extra crews be- 
come available when each plane is lost. The Air Force indi- 
cates the extent of fatigue varies among aircrew positions; 
does not consider ground times at home stations to per- 
form aircraft maintenance in its latest model simulations; 
assumes that all required crewmembers are fully qualified, 
onboard, and available for flying duties; and assumes, in its 
computer model, that crews must perform staff duties as 
well as flying airlift missions. 
Recommendations: To improve the process of determining 
strategic airlift crew requirements and achieve more valid 
ratios, the Secretary of Defense should require the Secre- 
taly of the Air Force to: revise the airlift simulation model 

program to reflect a peacetime to wartime transition and 
achievable aircraft utilization rates which do not exceed 
those established by the Secretary of Defense; reassess the 
established flying hour limits for aircrews to determine the 
feasibility of increasing them, especially the 125-hour/30 
day limit; include attrition rates for strategic airlift aircraft 
and assess the impact such attrition would have on the 
number of aircrews required; evaluate the feasibility of es- 
tablishing different aircrew ratios for each crew position 
based upon differing fatigue rates for the various positions; 
reassess the need for airlift crews to perform staff duties 
during wartime to the detriment of flying operations; recog- 
nize, in aircrew requirements’ estimates, that all crews will 
not be fully qualified and available at any point in time; and 
include ground times at home stations in estimating the 
hours planes are available for flying. 

Agency Comments/Action 

The Air Force has initiated a study, not yet completed, in- 
volving changes in the strategic airlift simulation model 
which incorporates many of GAO’s recommendations. 
However, the Air Force disagreed that aircraft attrition 
should be included because the remaining crews would be 
needed to operate fewer aircraft longer. The Air Force also 
did not agree that different crew ratios should be estab- 
lished for each crew position because the extent of fatigue 
varies between positions. The Air Force felt that mission 
demands for flexibility to perform a variety of missions in a 
fast-moving conflict would require that a uniform crew ratio 
be maintained for all crew positions. 

Appropriations 

Military personnel - Air Force 

Appropriations Committee Issues 

Changes to the process for determining crew ratio require- 
ments could reduce the number of crews which must be 
trained and maintained to meet airlift requirements. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

The Congress Should Act To Establish Military Compensation Principles 
(FPCD-79-11, 5-9-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Leglslatlve Authority: 37 USC. 203. P.L. 89-132. P.L. 90-207. 37 USC. 1008(b). 5 U.S.C. 5301. 

The military compensation system costs about $40 billion a 
year. No overall guiding policy or principle for compensat- 
ing military personnel has been established. The private 
sector is the standard for setting and adjusting Federal civil- 
ian pay. In order to attract, retain, and motivate the quality 
and quantity of military members necessary to maintain the 
desired level of national security at a minimum cost to the 
Government, a decision must be reached on the method of 
implementation for military pay principles. Two alternative 
approaches have been suggested: comparability and com- 
petitiveness. Comparability approaches use wage surveys 
of other workers as a guide to setting and adjusting pay 
based on age-earnings profiles and job difficulty. Competi- 
tive approaches are based on the principle that compensa- 
tion should be adequate to attract and retain the desired 
quantity and quality of personnel, but should not be more 
than necessary for this purpose. 
Findings/Conclusions: Comparability approaches provide 
stability and security to service members, but lack flexibility 
to adjust to changing manpower needs. Competitive ap- 
proaches provide the flexibility necessary to adjust compen- 
sation to changing military manpower needs; however, they 
lack a clearly defined level of stability to assure members 
that their pay will remain roughly comparable to pay for 
Federal civilians and private sector employees. A combina- 
tion of the best qualities of both comparability and competi- 
tiveness may be necessary to satisfy the need for stability 
and flexibility in the military compensation system. The De- 
partment of Defense, the services, and the Office of 
Management and Budget are subjected to competing pres- 
sures which make any future agreement on military pay 
principles unlikely. A permanent, independent compensa- 
tion board would be better able to reach an agreement on 
military pay principles. 
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Recommendations: Congress should establish a permanent 
independent military compensation board and direct the 
board to: evaluate the alternatives, and recommend in legis- 
lation to Congress which military pay principles should be 
established; see that pay principles are appropriately imple- 
mented; and continuously monitor and make recommen.. 
dations for changing the .militaly compensation system 
consistent with established principles. 

Agency Comments/Action 

DOD stated that creation of an independent military com- 
pensation board would represent another “headless fourth 
branch” of Government, accountable neither to the Execu- 
tive nor Legislative branches, but exercising executive func- 
tions over the procurement and maintenance of DOD man- 
power. Also, DOD stated that it has long accepted a combi- 
nation of comparability and competitiveness as an ap- 
propriate principle to guide in setting levels of military com- 
pensation. The Defense Authorization Bill of 1981 requires 
the President to recommend to Congress, by April 1, 1981, 
improvements in the method of adjusting military pay and 
allowances. 

Appropriations 

Military personnel - Army, Air Force, Navy 

Appropriations Committee Issues 

Failure to establish and maintain appropriate military pay 
principles could unnecessarily increase Defense personnel 
costs, because it will not be known whether military pay lev- 
els are too high or too low. 



DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

A Contributory Retirement System for Milhary Personnel 
(FPCD-76-43, 3-4-76) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: National Defense: Department of Defense - Mititary (except procurement & contracts) (0051) 

Military retirement costs are increasing sharply. In fiscal year 
1976 the retired military population reached 1.1 million 
members who received an estimated $6.9 billion in pay- 
ments (estimated to be $9 billion in fiscal year 2978). Partly 
because of this cost increase, the Department of Defense 
(DOD) proposed legislative reform of the military retirement 
system. The proposal, which did not include a contributory 
feature, would allow Defense managers to closely control 
the number of military personnel who become eligible for 
retired pay. This would eventually reduce retirement costs. 
No action was taken by the Congress on this proposal (H.R. 
7769). Defense is currently evaluating the Commission on 
Military Compensation study and intends to submit legisla- 
tion to the next session of the Congress revising the current 
military compensation system. GAO reported to the De- 
fense Task Force, Senate Budget Committee, on the issue 
of a contributory retirement system for military personnel. 
The report identified the advantages and disadvantages, 
cost implications, and the issues to be resolved. GAO es- 
timated that about $1 billion could be saved the first year 
under such a system, assuming the same benefits as the 
present system and no retirement fund, if military personnel 
were to contribute 7 percent of their basic pay toward retire- 
ment costs. Varying the factors and assumptions can result 

in lesser savings or even increased costs. 

Agency Comments/Action 

While DOD submitted legislation to revise the military retire- 
ment system, it did not address the contributory retirement 
issue. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Significant savings may be possible by adopting a contribu- 
tory retirement system for military personnel. DOD, in con- 
junction with the Office of Management and Budget (OMB), 
should consider incorporating a contributory feature in pro- 
posed legislative reform of the retirement system. Guid- 
ance from Congress should be provided to the DOD and 
OMB on unresolved issues pertaining to adoption of a con- 
tributory retirement system, such as: how contributions 
should be computed; whether pay should be increased to 
offset contributions; and how the military retirement system 
should be integrated with Social Security. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

The Department of Defense Should Adopt New Clothing Allowances 
(FPCD-79-42, 4-20-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Military Pay (0060) 
Legislative Authority: Career Compensation Act of 1949 (P.L. 81-351). Executive Order 10113. 

The current method of paying the clothing maintenance al- 
lowance to enlisted military personnel provides reimburse- 
ment before clothing expenses are actually incurred, and 
for clothing replacement that will not occur under normal 
conditions. An alternative would be to provide an annual al- 
lowance for each year of service equal to the cost of all 
clothing items requiring replacement during that year, 
based on reasonable estimates of clothing wear-out rates 
under normal conditions. 
Findings/Conclusions: The alternative would reduce cloth- 
ing allowance expenditures by approximately $10 million in 
the first year and could be implemented with minimal cost 
and effort. Career enlisted members would benefit because 
the allowance would more closely reflect replacement 
costs. Special allowances for Navy chief petty officers have 
not been fully substantiated and appear to be significantly 
overstated. 
Recommendations: The suggested alternative, or another 
acceptable method, should be adopted by the Department 
of Defense (DOD). The Secretary of Defense should revise 
the special clothing allowances for chief petty officers and 
the DOD clothing regulation to indicate that the allowance 
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is for replacement only. The Senate Appropriations Com- 
mittee should adjust the DOD appropriations request to re- 
flect the savings that would occur under the alternative 
method, and should require the Navy to justify special cloth- 
ing allowance expenditures for chief petty officers. 

Agency Comments/Action 

DOD opposed the recommendation on the grounds that 
useful life rates for clothing are only rough estimates, and 
that therefore a more precise allowance based on the es- 
timated time of replacement of a clothing item is not rea- 
sonable. DOD did agree to review the special allowance for 
Navy chief petty officers. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Military uniform allowances include payments for items that 
will never be replaced. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

The Federal Government’s Severance Pay Programs Need Reform 
(I;‘PC‘I&7&6N, 12-7-78) 

Departments of the Army, the Air Force, and the Navy 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: 5 U.S.C. 5595. 42 U.S.C. 501. 29 U.S.C. 49. Unemployment Compensation Amendments of 1976. 
P.L. 94-556. 26 U.S.C. 3304. 10 U.S.C. 687. 10 USC. 679. 10 U.S.C. 680. 5 C.F.R. 550. 

Severance pay for Federal personnel was legislated to pro- 
vide involuntarily terminated employees with recognition for 
their service, compensation for the lost job and its conse- 
quences, and help in the transition to a new career. The 
Federal Government’s severance pay programs are divided 
into two major categories: for Federal civilian employees 
and for uniformed services personnel. 
FindingsiConciuslons: The armed services nondisability 
severance program is sometimes viewed as a substitute for 
vesting for officers who are separated with less than 20 
years of service. There are inequities in severance pay enti- 
tlements of military and civilian personnel and in benefits 
available to members of the uniformed services. For exam- 
ple: military nondisability severance pay is available only to 
officers, not enlisted members; Army and Air Force officers 
separated for substandard performance sometimes receive 
more severance pay than officers separated for nonpromo- 
tion: basic pay used in calculating military severance pay 
does not fully reflect a member’s compensation; most miii- 
tary officers are limited to a maximum severance pay of 
$15,000 unlike civilians who are not limited to a fiied dollar 

amount; military officers can receive severance pay if 
separated for unsatisfactory performance while civilian em- 
ployees are eligible only if they are not at fault; and pay- 
ments for civilian employees cease if they are rehired while 
this limitation does not apply to military members. Legisla- 
tion enacted in 1976 could affect employees’ entitlement to 
the concurrent receipt of severance pay and unemployment 
insurance. 
Recommendations: The Congress should: revise the uni- 
formed services’ severance pay programs so that separa- 

tion pay will be calculated and applied uniformly for all serv- 
ices, provide a severance pay program for enlisted person- 
nel, base the military severance pay formula on the average 
regular military compensation of the grade of the separated 
member and bring eligibility criteria in line with the civilian 
severance program, eliminate the practice of providing sev- 
erance pay to members separated for unsatisfactory 
performance, and provide uniform severance pay limita- 
tions for all Federal personnel reemployed by the Govern- 
ment. It should also clarify the Unemployment Compensa- 
tion Amendments of 1976 as they relate to the concurrent 
receipt of severance pay and unemployment insurance. 

Agency Comments/Action 

The Civil Service Commission (now the Office of Personnel 
Management) and the Department of Labor generally 
agreed with the recommendations that affected their areas 
of responsibilities. The Department of Defense has substi- 
tuted legislation that would change several aspects of the 
military severance pay program. Senate Bill 1918, stem- 
ming from the DOD proposal, is aimed at eliminating some 
of its inequity. 

Appropriations 

Military personnel - Army, Air Force, Navy 

Appropriations Committee Issues 

Military compensation/retirement costs could be reduced 
by more effectively using severance/readjustment pays in 
attaining the proper mix of military personnel. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Flexible Management: A Must for Effecflve Armed Services Recruiting 
(FPCD-80-64, 9-18-80) 

Departments of Defense, the Air Force, and the Army, and Selective Servlce System 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The effectiveness and integrity of recruiting programs in the 
armed services are influenced to a very large degree by pol- 
icy and resource allocation decisions made within the Of- 
fice of the Secretary of Defense (OSD) and the service 
headquarters. If recruiting managers and other involved of- 
ficials have increased flexibility to appropriately adapt policy 
and resources to ever-changing conditions of market sup- 
ply and demand, recruiting goals can be accomplished and 
malpractice and other irregularities reduced. A GAO review 
critiqued five management factors in decisionmaking 
processes involving OSD and service staff relationships. 
Flndlngs/Concluslons: Perhaps the greatest stumbling 
block to achieving recruiting goals is the inflexibility in- 
herent in the management of service recruiting programs. 
This inflexibility is particularly evident in: (1) the absence of 
readily available nonmonetary policy-change alternatives 
which can be used as management tools within existing 
funding levels; and (2) the insistence that the recruiting ob- 
jectives be fiied well in advance, although properly match- 
ing recruiting resources and nonmonetary policies to these 
goals is generally not possible because of the uncertainties 
of congressional action and the recruiting marketplace. In 
addition, the requirement for all services to obtain congres- 
sional committee approval for spending additional recruit- 
ing funds through reprogramming, no matter how small the 
amount, hinders management’s ability to quickly adjust its 
recruiting program to developing problems. 
Recommendations: The Secretary of Defense should: (1) 
monitor the services’ implementation of the recruiting ob- 
jectives as stated in the Consolidated Guidance, related do- 
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cuments, and service program objective memorandums to 
determine that the guidances are being interpreted with rea- 
sonable flexibility; (2) improve the recruiting data monitor- 
ing and analysis within OSD by obtaining more staff and 
more funds for such activities, including long-range analy- 
ses; (3) direct each service to develop a formal plan con- 
cerning nonmonetary, standby enlistment initiatives which 
recruiting managers can use to quickly adjust to changes in 
the recruiting marketplace; (4) direct the Army to improve 
recruiting data gathering and analysis in the National Guard 
and Reserve; and (5) direct the Army and the Air Force to 
further integrate their active, Reserve, and National Guard 
decisionmaking activities. 

Appropriations 

Operation and maintenance - Air Force, Army 

Appropriations Committee Issues 

The Committees should consider whether to establish a 
threshold level for requiring approval of reprogramming ac- 
tions involving the recruiting budget. This should include 
both the overall recruiting budget as well as the specific line 
items within the budget. Reprogramming requests concern- 
ing advertising funds should remain as congressional in- 
terest items because of the unique characteristics of the 
services’ and the Department’s advertising program and the 
controversies concerning appropriate levels of expendi- 
tures. 



DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Fundamental Changes Needed To hprove the Mependence and Efficiency of the Military Justice System 
(FPCD-78-16, IO-31-78) 

Departments of Defense, the Army, the Navy, and the Air Force, and U.S. Marine Corps 

Budget Function: National Defense: Defense-related Activities (0054) 
Legislative Author@: Military Justice Act of 1968 (P.L. 90-632; 80 Stat. 1335). 10 U.S.C. 80 1. 64 Stat. 108. H.R. 866 (94th 
Cong.). H.R. 3999 (95th Cong.). H.R. 12613 (95th Gong.). DOD Directive 4000.19. Army Regulation 27-l 0. United States v. 
Newcomb, 5 MJ. 4 (1978). United States v. Hedges. 11 USCMA 642,29 CMR 458 (1960). United States v. McLaughlin, 18 
USCMA 6 1,39 CMR 6 I (1968). United States v. Wright, 17 USCMA 110, 37 CMR 374 ( 1967). United States v. Broynx, 45 
CMR 911 (1972) United States v. Carpenter, 1 MJ 384 (CMA 1976). United States v. Ledbetter. 2 JM 37 (CMA 1976). Unit- 
ed States v. Willis, 3 MJ 94 (CMA 1977). Parker, Warden v. Levy, 417 U.S. 733 (1974). 

The military justice system encompasses the processes for 
imposing punishment on military personnel and for chal- 
lenging the punishment imposed. The system operates 
separately from the civilian justice system under constitu- 
tional and legislative authority. The military justice system 
has been criticized as being inequitable because it deprives 
military service members of many due processes of law. 
Findings/Conclusions: Many problems were found in de- 
fense and trial counsel organizations in the four military 
services that lead to perceptions that military justice is 
uneven, unfair, and of low priority. In the Army and Marine 
Corps, defense counsels work directly for convening au- 
thorities who are also commanding officers. In the Army, 
Navy, and Marine Corps, inadequate staffing criteria and 
personnel assignment practices have resulted in significant 
differences in the number of cases per counsel. Procedures 
to assign counsel based on experience, complexity, and 
current workload are the exception rather than the rule. The 
number of support staff is generally inadequate, and pro- 
cedures for selection of witnesses generally favor the 
prosecution. Counsel effectiveness is frequently hampered 
by inadequate facilities, equipment, and courtrooms and by 
a lack of privacy. Under current organizational modes, the 
costs of military justice are unknown. There should be a sin- 
gle defense and trial counsel organization within the Depart- 
ment of Defense. 
Recommendations: The Secretary of Defense should: con- 
solidate defense and trial counsel organizations at single 
bases and proximate bases where feasible and cost- 
effective, establish budgeting processes allowing for the 
development of total costs of military justice and for com- 
parison of costs between services, and study and report on 
methods to enhance the independence of counsel. He 

should also: direct the services to establish uniform criteria 
and methods for identifying numbers of counsel and sup- 
port staff needed and make assignments consistent with 
the counsel’s experience, workload, and case complexity; 
propose changes to the Manual for Courts Martial; and 
direct the services to establish systems to fund logistical 
support to counsel. The Congress should revise the Uni- 
form Code of Military Justice to remove convening authori- 
ties’ responsibility for administering and funding the justice 
system and earmark specific amounts in defense appropri- 
ations for the operation and maintenance of military justice 
facilities and equipment. 

Agency Comments/Action 

DOD stated that all but one recommendation has merit and 
it is considering them. DOD did not concur in the recom- 
mendation to study and report on the possibility of estab- 
lishing a single DOD defense and trial counsel organization. 
The Army is implementing an independent defense counsel 
organization. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force, Marine 
Corps 
Pay and allowances - Army, Navy, Air Force, Marine Corps 

Appropriations Committee issues 

The Committees should earmark specific amounts in DOD 
organizations for the operation and maintenance of military 
justice facilities and equipment. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Miiitary Overseas Housing Ailowances Should Be More Realistic 
(FPCD-80-33, 3-S-80/ 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: National Defense: Military Pay (0060) 
Legislative Authority: P.L. 91-486. 37 U.S.C. 405. 

In 1970, Congress amended authorizing legislation to per- 
mit the station housing allowance to be set at the difference 
between basic allowance for quarters (BAQ) and overseas 
housing costs. The following year Congress also set BAQ at 
amounts that could be reasonably related to housing costs 
in the United States. Because of the large increased costs 
since the authorizing legislation was passed, a review of mil- 
itary housing allowances overseas was undertaken. The re- 
view focused on: (1) determining how BAQ rates have been 
affected by adjustments to military compensation since 
1971; (2) reviewing the legislative history and regulations 
pertaining to station housing allowances; (3) identifying and 
comparing several indicators of housing costs in the United 
States with BAQ; (4) reviewing the detailed Per Diem, Trav- 
el, and Transportation Allowance Committee’s calculation 
of station housing allowances; (5) evaluating a Committee 
proposal to revise station housing allowances, and (6) dis- 
cussing these matters with knowledgeable Department offi- 
cials. 
FlndlngsXonclusions: BAQ is no longer representative of 
housing costs in the continental United States, and its use 
significantly increases station housing allowances by over- 
compensating members for extra housing costs. At many 
locations where the allowance is paid, housing costs are 
less than what military personnel experience in the United 
States. Payment of the allowance under these cir- 
cumstances creates perceived windfalls for persons 
transferring to station allowance localities and penalties for 
those leaving the allowance areas. Thus, it is an unwarrant- 
ed Government and taxpayers’ expense. Presently, there are 
several sources of information on housing costs in the Unit- 
ed States which could be used as a reasonable basis for 
computing the extra costs of overseas housing. Use of 
these standards could result in savings of about $50 million 
to nearly s 150 million annualfy. Savings could be offset by a 
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revised and more equitable method of computing the al- 
lowance. The proposed rent-plus method offers several ad- 
vantages over the current procedures, It would reduce er- 
rors and inconsistencies in processing data and do away 
with a large and time-consuming questionnaire system. 
More importantiy, it would remedy an inequity inherent in 
the current calculation procedures whereby junior officers 
and junior enlisted personnel are penalized relative to senior 
personnel. Because improvement to the overall system is 
being considered, now is the appropriate time to also adopt 
a new standard of housing cost in lieu of BAQ. 
Recommendations: The Secretary of Defense should adopt 
the rent-plus method for determining station housing al- 
lowances and under the rent-plus method, replace BAQ as 
a standard for measuring excess housing costs with one 
that is more realistic. 

Agency Comments/Action 

DOD agreed to examine the feasibility of several rent-plus 
methods, but did not agree to replace BAQ with a different 
standard for measuring excess housing costs. Although 
agreeing that BAQ is below housing costs in the States, 
DOD felt such a change would be for the sake of Govern- 
ment cost reduction onfy, and not in the interest of its serv- 
ice members. 

Appropriations 

Military personnel - Army, Air Force, Navy 

Appropriations Committee Issues 

Military overseas housing allowance payments exceed the 
costs that members incur. 
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DEPARTNENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Military Personnel Cuts Have Not impaired Mosf Morale, Welfare, and Recreation Activities 
(FPCD-79-54. 7-1 l-79) 

Departments of the Army, the Air Force, and the Navy 

Budget Function: National Defense: Defense-related Activities (0054) 
Legislative Authorlty: Defense Appropriations Act. 1978. Defense Appropriations Act, 1979. Civil Service Reform Act of 
1978. P.L. 95-454. B-146890 (1974). 

Morale, welfare, and recreation (MWR) activities in the mili- 
tary services receive subsidies of more than $600 million in 
appropriated funds annually. Military resale activities such 
as exchanges, clubs, sports, and hobby shops take in more 
than $5 billion each year. In fiscal year 1978 and again in 
1979, Congress limited the number of military personnel 
assigned to these programs. The 1978 ceiling was set at 
10,201 (an expected reduction of 1,750 military slots); the 
1979 limit was 9,901. The ceilings were intended to reduce 

the appropriated funds supporting these activities and 
make more military personnel available for combat-related 
assignments. The services did not have to make any reduc- 
tions to meet the 1978 ceiling of 10,201 because at the be- 
ginning of the year only 10,017 military personnel were as- 
signed. However, the services did reassign 923 military per- 
sonnel during the year. 
FindlngslConclusions: On the basis of a survey of 519 mili- 
tary installations, GAO concluded that fiscal year 1978 
reductions had little impact on MWR activities. The military 
services could save $5,700 annually for each civilian 
appropriated-fund employee substituted for a service 
member assigned to MWR activities. Substituting civilians 

for all military positions would save up to $57 million annu- 
ally. While most of the 9,901 military positions can and 
should be filled by civilians, some factors could limit the ex- 
tent of substitution, such as: congressional limits on Federal 
civilian employment; labor agreements with other countries; 
rotation base requirements; and assignments in deployable 
combat and combat support units. 
Recommendations: The Secretary of Defense should direct 
the services to: identify those MWR activity positions which 
must be reserved for military personnel; convert the remain- 
ing positions to appropriated-fund civilian, or where possi- 
ble, to nonappropriated-fund civilian; and reduce military 
staffing in Navy and Marine Corps exchanges to the levels 
authorized in the other services. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Militaty positions in MWR activities should be converted to 
civilian, and military strengths reduced accordingly. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Need 7’0 Better inform Military Personnel of Compensation Changes 
IFPCD-78-27. 7-12-78) 

Departments of the Army, the Navy, and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement G contracts) (0051) 
Legislative Authority: Aviation Career Incentive Act of 1974 (P.L. 93-274). Rivers Amendment (P.L. 90-207). Dependents 
Medical Care Act of 1956 (P.L. 84-569). Military Medical Benefit Amendments of 1966 (P.L. 89-614). P.L. 93-277. P.L. 
93-419. P.L. 94-212. P.L. 94-361. P.L. 94-502: 37 U.S.C:.IOl 

Recent legislative changes to military compensation do not 
generally represent erosions of benefits or reductions in to- 
tal military compensation. Changes to the military compen- 
sation system generally represent management actions to 
eliminate inefficient practices, institute management effi- 
ciencies, and provide for more effective use of resources. 
FlndingdConcluslons: Military personnet believe their com- 
pensation is being unjustifiably reduced, and they con- 
sistently underestimate their regular and total military com- 
pensation. Although the Department of Defense provides 
information to service members on benefit issues and 
changes to compensation elements, service members ap- 
parently do not rely as heavily on this information as on 
compensation items appearing in the news media. 
Recommendations: The Secretary of Defense should direct 
that service leaders assume a more active role in correcting 
service members’ misperceptions of compensation 
changes and develop more effective methods of communi- 
cating compensation changes by providing members with 
a periodic overview of their compensation package and by 
demonstrating how pay legislation, inflation, and other 
change factors affect pay. The Congress should initiate ac- 
tion to create a more visible and equitable military compen- 
sation system by requiring the executive branch to draft and 

submit proposals to convert the base pay and allowances 
system to a salary system. 

Agency Comments/Action 

In response to the report DOD stated that it had not 
reached a decision on whether the base pay and allowances 
system should be changed to a salary system. The Defense 
Authorization Bill of 1981 requires the President to recom- 
mend to the Congress, by April 1, 1981, improvements in 
the method of adjusting military pay and allowances. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should require DOD to (I ) justify why the 
inefficient and complex pay and allowance system needs to 
be continued, and (2) develop an information system to 
provide members an overview on the value of each 
member’s compensation. The system is not only inefficient 
to administer, but is extremely costly. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Noncontributory Social Security Wage Credits for Military Service Should Be Eliminated 
(FPCD-79-57, 8-8-79) 

Departments of Defense, the Army, the Navy, and the Air Force, and Department of Health, Education, and Welfare 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: 42 USC. 429. 

Military service was brought under contributing Social 
Security coverage in 1957. Both military members and the 
Department of Defense (DOD), as their employer, pay So- 
cial Security taxes on basic pay. 
Findings/Conclusions: Members whose basic pay is less 
than the Social Security taxable earnings ceiling are credit- 
ed with additional covered earnings of up to $1,200 a year 
in excess of basic pay. Neither the member nor DOD pays 
taxes on these credits. The Social Security trust funds are 
reimbursed annually from the general fund of the Treasury 
for additional costs attributable to the noncontributory 
credits. GAO reviewed the rationale for providing noncontri- 
butory credits for service performed after 1956, examined 
their effects on current benefits, and estimated unforeseen 
costs that will result. The noncontributory Social Security 
wage credits were primarily intended to provide adequate 
disability and survivor protection for first-term military 
members. GAO estimates of disability benefits provided to 
first-term personnel show that the combination of benefits 
available from the Social Security system, the Veterans Ad- 
ministration, and DOD generally equals or exceeds pay and 
allowances received while on active duty, even if Social 
Security benefits are based on current contributory cover- 
age alone. The additional survivor protection provided by 
the credits is negligible. in addition, the pay and allowances 
replaced by the combination of benefits are considerably 
higher than the depressed wages of the draft era existing 
when the credits were authorized. In view of these con- 
siderations, GAO believes that the noncontributory credits 
are unnecessary. While it may be argued that the provision 
of noncontributory credits recognizes the Nation’s special 
obligation to members who are disabled or die in the line of 
duty, GAO believes that the provision of additional “non- 

contributory” benefits from the Veterans Administration 
acknowledges that obligation. The noncontributory credits 
will also provide additional Social Security old-age benefits 
for military retirees, a result neither foreseen nor intended 
by the Congress when it authorized the credits. GAO esti- 
mates that the cost (in terms of Social Security outlays) of 
the Social Security old-age benefits attributable to the non- 
contributory credits will exceed s 100 million annualiy as re- 
tirees who entered the force after 1956 become eligible for 
Social Security old-age benefits. Widespread criticism of 
the generosity of retirement benefits attributable to military 
service already exists because of the additive nature of miii- 
tary retired pay and benefits arising from contributory Social 
Security coverage. GAO sees no justification for providing 
additional old-age benefits resulting from the noncontribu- 
tory wage credits. 
Recommendations: Congress should terminate noncontri- 
butory Social Security wage credits for future military serv- 
ice. This result may be achieved by amending legislation to 
limit noncontributory credits to service performed before 
1980. 

Appropriations 

Military personnel - Army, Air Force, Navy 
Social Security Administration 

Appropriations Committee hues 

The Committees should continue to work towards deveiop- 
ing, integrating, and coordinating benefits available from all 
Federal retirement systems which could reduce Federal ex- 
penditures by eliminating the overlap and sometimes dupli- 
cate benefit payments. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Obsef~at~ons on the Method of Annually Adjusting Military Pay 
(FPCD-78-45, 6-2-78) 

Dapartments of the Army, the Navy, and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement & contracts) (005 1) 
Legislative Authority: Department of Defense AoDrooriation Authorization Act, 1977 (37 U.S.C. 1009). (P.L. 89-132; 79 
Stat. 545; 79 Stat.-546;‘37 USC. 1008(b)). 6i. 63-419. 

In 1967, the principle of providing automatic adjustments in 
military pay based on increases in Federal civilian salaries 
was established. Since that time, automatic increases in 
military pay have been indexed to the average percentage 
increase in General Schedule salaries. 
Findings/Conclusions: In the military, the automatic adjust- 
ment mechanisms result in: understatement of regular mili- 
tary compensation costs in the Department of Defense 
(DOD) budget; increasing portions of regular military com- 
pensation taking the form of tax advantages such as hous- 
ing, potentially further increasing the visibility of pay to mili- 
tary members; and increasing pay inequalities due to mari- 
tal status. Portions of regular military compensation are not 
reflected in the DOD budget, and this absence impedes 
identification and evaluation of military compensation costs. 
Because the forms of military compensation are difficult to 
identify, members often undervalue their regular military 
compensation. Regular military salary, considered e- 
quivalent to civilian salaries, is greater for members with de- 
pendents than for single members of the same grade and 
length of service. 
Recommendations: The House and Senate Armed Services 
Committees should initiate action to require that military 
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personnel accounts in the DOD budget and individual serv- 
ice budgets reflect the Federal income tax advantage of 
regular military compensation. The military base pay and al- 
lowances system should be replaced by a salary system. 

Agency Comments/Action 

The Defense Authorization Bill of 1981 requires the 
President to recommend to the Congress, by April 1, 1981, 
improvements in the method of adjusting military pay and 
allowances. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

The question of properly recognizing the tax advantage as 
military compensation costs and the visibility of military 
compensation should continue to be of concern to the 
Committees. 



DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Payment of Bask Allowance for Subsistence to A// Enlisted Members at Three Military fnstaffations Should Be 
Dikontinued 
iFPCD-80-18, 12-5-79) 

Departments of Defense, the Air Force, and the Navy 

Budget Function: National Defense: Military Pay (0060) 
Legislative Authority: 37 U.S.C. 402. 

The administration of basic allowance for subsistence 
(BAS) by the Department of Defense (DOD) was reviewed. 
RecentJy, actions were taken by DOD and the military serv- 
ices to improve food services and the administration of 
BAS. These actions, stemming from recent studies and 
tests, gave rise to concern over the continuing BAS ex- 
penses incurred at three military installations after the tests 
were completed (Shaw Air Force Base, South Carolina, Lor- 
ing Air Force Base, Maine, and Alameda Naval Air Station, 
California). Normally, enlisted military members receive 
BAS only when they do not eat in Government dining facili- 
ties for certain authorized reasons. At the three test installa- 
tions, all enlisted personnel were paid BAS and required to 
purchase their meals. Dining facilities were converted to a- 
la-carte style with individual item pricing. 
Findings/Conclusions: Test results showed that various cost 
and management benefits resulted from the a-la-carte and 
all-BAS concepts: the need for meal cards and related con- 
trol and security were eliminated,; food economy was en- 
couraged; feeding costs were significantly reduced; and en- 
listed personnel showed a preference for both the a-la-carte 
concept and the combination all BASia-la-carte concept. 
Additional costs were incurred because the enlisted person- 
nel did not always eat in the dining hall. It was the Air Force 
position that the payment of all cash BAS to enlisted per- 
sonnel was the ultimate goal for a majority of the airmen. 
Defense officials concluded that the increased costs prohi- 
bited the adoption of the all-BAS concept on a DOD-wide 
basis, but that the a-la-carte concept provided many bene- 
fits without a large increase in expenditures. It was recom- 
mended that all services adopt the a-la-carte system, where 

feasible. GAO believed the a-la-carte concept appeared to 
be a reasonable alternative to the existing system and could 
improve food service operations, reduce food costs, and 
improve morale. However, the practice of paying cash BAS 
to all enlisted personnel at the three former test sites should 
be discontinued because the benefits derived cannot be 
quantified in relation to the substantial increase in annual 
cost, and it is not fair and equitable to other members. 
Recommendations: The Air Force should reassess its goal if 
the increased costs prohibit adoption of the all-BAS con- 
cept on a DOD-wide basis. The Secretary of Defense 
should direct the Departments of the Air Force and Navy to 
provide him with their proposals for discontinuing BAS pay- 
ments to enlisted personnel, who would otherwise receive 
subsistence-in-kind. at the three installations involved. 

Agency Comments/Action 

DOD concurred with the recommendation. DOD instructed 
the Navy and Air Force to discontinue blanket BAS pay- 
ments at the three cited installations. 

Appropriations 

Military personnel - Navy, Air Force 

Appropriations Committee Issues 

The Committees should determine if the Navy and Air 
Force are following new instructions for paying cash BAS to 
enlisted members at the three installations. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Problems in Administering the Servicemen’s Group Life Insurance Program in the Ready Reserve 
(FPCD-80-4.5, 5-I-80) 

Departments of Defense, Transportation, the Army, the Navy, and the Air Force, Veterans Administration, and U.S. Coast 
Guard 

Budget Function: Income Security (0600) 
Legislative Authorlty: Veterans’ Insurance Act of 1974. 

The Veterans Administration (VA) and the uniformed serv- 
ices have had problems administering the Servicemen’s 
Group Life Insurance Program and determining the eligibili- 
ty of some reservists since the Veterans’ Insurance Act ex- 
tended the coverage to members of the Ready Reserve. A 
large number of reservists are receiving free insurance cov- 
erage at the expense of other members because the law 
has no provision to cancel coverage for members who do 
not pay their premiums. 
Findings/Conclusions: Although the program is financially 
sound, some of the services are not forwarding premiums 
to the VA for members who are not making payments as 
they are legally required to do. The law requires the services 
to deduct sufficient funds from their appropriations to pay 
the premiums for ail participating Ready Reservists and for- 
ward the fund to VA. The Army, Navy, and Air Force are not 
complying with this provision of the law. Although the 
present program has been in effect for 6 years, there is still 
some doubt and confusion in determining eligibility for 
some members in the Ready Reserve drilling for retirement 
points only and for new eniistees awaiting basic training. 
The law does not stipulate whether members in a nonpay 
status are required to perform scheduled periods of inactive 
duty training. The services have expressed concern about 
the lack of an obligation by these members to perform the 
scheduled training. 
Recommendations: The Administrator of Veterans Affairs 
should submit to the House Committee on Veterans’ Affairs 
his recommendations concerning: an appropriate grace 
period for paying premiums before insurance coverage is 
canceled; the possibility of raising the insurance benefits 
ceiling; the clarification of whether new enlistees awaiting 
basic training should be eligible for Servicemen’s Group 
Life insurance and the clarification of whether individuals 
scheduled to perform inactive duty training should also be 
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obligated to perform and complete the training to maintain 
. 

eilglbdlty. The secretaries of the military departments and 
the Secretary of Transportation should evaluate the ade- 
quacy of their accounting and administrative procedures for 
billing and collecting premiums from nonpay-status reserv- 
ists participating in the program. Congress should revise 
the Veterans insurance Act to terminate insurance coverage 
for members that fail to pay their premiums and delete the 
provision of the law requiring the services to forward funds 
from their appropriations to cover all reservists participating 
in the program. 

Agency Comments/Action 

The Department of Defense and the military services 
agreed with the findings and recommendations. Both the 
Department of Defense and Veterans Administration told 
the Subcommittee on Compensation, Pension, insurance, 
and Memorial Affairs of the House Committee on Veterans’ 
Affairs during hearings on May 20, 1980, that they would 
work together to develop proposals for the Committee to 
consider on implementing the recommendations. 

Appropriations 

Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Until Congress deletes the provision of the Veterans in- 
surance Act of 1974 requiring the services to forward funds 
from their appropriations to cover all Ready Reservists par- 
ticipating in the program, the services are required to estab- 
lish accounts receivable and transfer from their appropria- 
tions an amount sufficient to cover ail participating reserv- 
ists. 



DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

Some Criminal Offenses Committed Overseas by DOD Civilians Are Not Being Prosecuted: Legislation Is Need- 
ed 
(FPCD-79-45. 9-11-79) 

Departments of Defense, the Alr Force, the Navy, the Army, and the Marine Corps 

Budget Function: National Defense: Defense-related Activities (0054) 
Legislative Authority: Reid v. Covert, 354 U.S. I (1960). Kinsella v. Singleton, 361 U.S. 234 (1960). Cirisham v. Hagan, 36 1 
United States 278 (1960). United States v. Catlow, 23 CMA. 142,48 C.M.R. 758. United States v. Russo, 23 C.M.A. 5 11.50 
C.M.R. 630. 18 U.S.C. 7. 

International law recognizes that a host country has criminal 
jurisdiction over U.S. military personnel stationed in that 
country. Negotiated agreements allowing the United States 
to exercise jurisdiction over service members stationed 
overseas give it criminal jurisdiction over many offenses 
committed by service members that otherwise would have 
been prosecuted by the foreign country or not prosecuted 
at all. The United States has virtually no criminal jurisdiction 
over the 343,000 civilian personnel and dependents ac- 
companying the armed forces overseas. These civilians are 
subject to foreign criminal jurisdiction which is not always 
exercised. 
FlndingeiConclusfons: GAO analyses indicate that the ac- 
tions taken by the Department of Defense (DOD) in the mil- 
itary cases may be inadequate. Military officials believe that 
the civilians’ knowledge that the United States does not 
have criminal jurisdiction is an encouragement to of- 
fenders. Many military commanders dispose of these of- 
fenses through administrative sanctions which are inade- 
quate in terms of punishment and deterrency and safe- 
guarding an individual’s rights. The strongest administrative 
sanctions are often directed against the military 
member/sponsor, and not the civilian offender. 
Recommendations: The Secretary of DOD and the Attorney 
General should prepare provisions for implementing the ex- 
traterritorial extension of laws and report their findings to 
the Congress by September 1980. They should consider 
provisions for: apprehending, restraining, and delivering 
these civilians to trial; bringing offenders back to the United 
States for trial; and establishing courts and/or magistrates 
overseas. The Secretary of DOD should direct the services 

to provide more information to the Congress about the 
number, type, and disposition of criminal offenses commit- 
ted by civilians accompanying the military forces overseas. 
Further, the Secretary of DOD should improve the present 
reporting system to accumulate and track information on 
the disposition of all overseas cases involving service 
members released to U.S. authorities and include it in the 
annual report to the Senate Committee on Armed Services. 
Legislation should be enacted to extend criminal jurisdic- 
tion over U.S. citizen civilians accompanying the military 
forces overseas. The extraterritorial jurisdiction should ex- 
tend to petty as well as serious offenses, because the less 
serious offenses appear to be the greatest disciplinary prob- 
lem. 

Agency Comments/Action 

DOD recognized the need to account for cases released to 
U.S. military authorities for disposition, but they state noth- 
ing has been brought to their attention to indicate they are 
not already meeting requests for information by host coun- 
tries. 

Appropriations 

Operation and maintenance -Army, Navy, Air Force, Marine 
Corps 

Appropriations Committee issues 

U.S. criminal jurisdiction should be extended overseas to 
U.S. civilians accompanying the Armed Forces. 
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DEPARTMENT OF DEFENSE - MILITARY 

MILITARY MANPOWER 

The PO-Year Military Retirement System Needs Reform 
(FPCD-77-81, .?-13-78 

Departments of the Army, the Navy, and the Air Force 

Budget Function: Veterans Benefits and Services: Income Security for Veterans (0701) 
Legislative Authorlty: 10 U.S.C. 6330. 

Members of the Armed Forces can retire at any age after 20 
years of service. The Department of Defense (DOD) justifies 
this length of selvice as necessary to retain a young and vig- 
orous force and attract and retain servicemen. DOD uses a 
competitive promotion system which precludes most mili- 
tary members from serving full careers and must, by law, 
retire officers who have been passed over for promotion or 
who reach a certain age. Since their career could end in the 
middle of their potential worklife, DOD believes military 
members need the assurance of early retirement benefits. 
FlndingsXoncluslona: In fiscal year 1975, officers retired at 
an average age of 46 after about 24 years of service, and 
enlisted personnel retired at an average age of 41 after ap- 
proximately 21 years of setvice. Most fiscal year 1975 re- 
tirees’ career time was spent in occupations not demanding 
exceptional youth and vigor. In fact, 81 percent of the enlist- 
ed member retirees and 30 percent of the officers spent 
their entire careers in non-combat-related occupations. The 
20-year retirement provision should be discontinued for 
many military personnel in occupations not demanding ex- 
ceptional youth and vigor. Twenty- year retirement, in con- 

junction with present personnel management policies, is an 
inefficient means of attracting new members, causes the 
services to retain more members than are needed up to the 
20-year point, provides too strong an incentive for experi- 
enced personnel to leave after serving 20 years, and makes 
it impossible for the vast majority of members to serve full 
careers. 
Recommendations: Congress should: revise the military re- 
tirement system length-of-service criterion, based on the 
type of duty performed; revise the retired pay system to en- 
courage appropriate career lengths, based on duties per- 
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formed; and provide some form of vesting for members 
who do not complete full careers. Congress should charge 
DOD with the responsibility for determining what specific 
occupational skills require youth and vigor, a more cost- 
effective force profile that considers longer careers for skills 
not requiring youth and vigor, and a more efficient method 
of retaining required personnel. In computing retired pay, 
Congress should revise the military retirement system to e- 
liminate the use of constructive service and rounding to the 
nearest year of service; rounding to the nearest month 
should be used. 

Agency Comments/Action 

Legislation to substantially revise the military retirement sys- 
tem was proposed by DOD but has not been considered. 
The DOD 1981 authorization bill provides that for new 
members, military retired pay will be based on a high three 
rather than final active duty pay. 

Appropriations 

Militaty personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should insure that the DOD proposal 
represents (1) an effective and economical retirement sys- 
tem that is fair to both the Government and the members, 
(2) a cost effective system to retain required personnel, and 
(3) a system that will insure more appropriate careers for 
military personnel. 



DEPAFtTMENT OF DEFENSE - MILITARY 

MILITARY SUPPORT 

The Direct Commissary Support System Should Be Expanded To Include More Army Commissaries In Europe 
(LCD-80-55, j-20-80) 

Departments of Defense, the Army, and the Air Force, and Defense Logistics Agency 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The Direct Commissary Support System was developed in 
1971 to fill routine requisitions from Army and Air Force 
commissaries overseas. The system eliminates the need for 
maintaining large inventories in overseas depots by supply- 
ing nonperishable, brand-name, resale items directly from 
vendors and depots in the United States. It has streamlined 
the flow of these items to Europe and has resulted in cost 
savings and other benefits not available under the in-theater 
depot system. System benefits include reduced prices from 
volume procurement, reduced order-ship time for moving 
items from the United States to Europe, reduced local 
transportation costs, increased fill rates and timely 
deliveries; increased product selection, and fresher prod- 
ucts. 
Findings/Conclusions: Despite the System’s benefits, GAO 
found that the Army was not taking full advantage of the 
direct support system since 17 Army commissaries in Eu- 
rope were receiving support from an in-theater depot. The 
System’s expansion during 1971 to 1978 demonstrated 
that Army and Air Force commissary officials were commit- 
ted to the System. However, expansion ceased in 1978 be- 
cause the Army believed that continued conversion would 
aggravate a perceived shortfall of in-theater subsistence 
items by reducing brand-name, resale subsistence levels 
below those needed to meet the Army’s war reserve require- 
ments. GAO found that the Army’s wartime subsistence re- 
quirements were overstated because they reflected required 
troop strength levels rather than those currently in the force 
structure and those able to arrive in Europe when required. 
Also, all available in-theater subsistence assets were not 
identified nor appropriately applied against the require- 
ments. Therefore, based on sales volume, warehouse 
space, container deliveries, and other conversion criteria, 
GAO believes that 4 of the 17 commissaries should be con- 

verted immediately to the System. The remaining commis- 
saries could be converted either independently or through a 
satelliting arrangement. 
Recommendations: To maximize the System’s benefits, the 
Secretary of the Army should direct the Troop Support 
Agency to convert the Kitzingen, Erlangen, Illesheim, and 
Schwaebisch Cimuend commissaries to the System, and 
assess the potential for converting the remaining Army 
commissaries to direct support either directly or through a 
satelliting arrangement. In order to properly assess the war 
reserve issue, the Secretary should direct a coordinated ap- 
proach by the U.S. Army, Europe, and the Defense Logistics 
Agency and its subordinate activities to (1) establish the B- 
ration rotation base stock level at the depot based on the a- 
bility to rotate the stock within a reasonable timeframe, and 
(2) properly consider the availability of in-theater sub- 
sistence assets at the troop issue points, commissaries, and 
exchange system facilities as a source for meeting the war 
reserve requirements. 

Agency Comments/Action 

Army officials reviewed this report and said that they agreed 
with the recommendations. As a result, action was taken to 
expand the number of commissaries serviced by Di- 
COMSS. 

Appropriations 

Operation and maintenance - Army 

Appropriations Committee Issues 

Cost savings and other benefits can result from further ex- 
pansion of DICOMSS. 
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DEPARTMENT OF DEFENSE - MILITARY 

MISSION BUDGETING 

The Congress Should Require Better Justifications of Aircraft for Noncombat Missions 
(LCD-80-83, 7-22-80) 

Departments of Defense, the Navy, and the Air Force, and Defense Audit Service 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: P.L. 95-79. 

Since 1976, GAO has issued several reports questioning 
the Department of Defense’s justifications for aircraft in- 
tended for noncombat missions, such as training, peace- 
time attrition, and backup during depot maintenance. The 
aircraft were justified based on unrealistic data and without 
adequate consideration of more economical alternatives. 
Flndlngs/Concluslons: GAO observed virtually no change in 
the quantities of noncombat aircraft to be procured and lit- 
tle improvement in the requirements justification for such 
aircraft. Congress has an excellent opportunity to save as 
much as $6.9 billion by limiting the number of noncombat 
aircraft to those that can be adequately justified. 
Recommendations: Congress should require the Secretary 
of Defense to provide justifications for the planned procure- 
ment of noncombat aircraft that: (1) are based on current 
and realistic data; (2) recognize the impact of the procure- 
ment on readiness; and (3) consider the modern aircraft 
design and improved maintenance techniques. In addition, 
Congress should withhold approval of appropriations re- 
quested to procure these aircraft until these justifications 
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are provided. 

Agency Comments/Action 

Since this report is generally a reiteration of the other re- 
ports, GAO did not ask for c,omments from the Department 
of Defense. 

Appropriations 

Operation and maintenance - Air Force 
Operation and maintenance - Navy 

Appropriations Committee Issues 

The House and Senate Appropriations Committees should 
question the justification for the planned procurement of 
noncombat aircraft. This justification should: (1) be based 
on current and realistic data; (2) recognize the impact of the 
procurement on readiness; and (3) consider the modern 
aircraft design and improved maintenance techniques. 



DEPARTMENT OF DEFENSE - MILITARY 

MISSION BUDGETING 

Mission Budgeting: Discussion and Mustration of the Concept 
(PSAD-77-124, 7-27-77) 

Department of Defense 

Budget Function: National Defense: Department of Defense - Military (except procurement G contracts) (0051) 
Legislative Authority: Energy Reorganization Act of 1974 (P.L. 93-438). Congressional Budget Act of 1974 (88 Stat. 297). 
Sunshine Act of 1977; S. 2 (95th Cong.). Budget and Accounting Procedures Act of 1950. H. Rept. 94-1231. S. Rept. 
95-164. S. Rept.. 95-129. OMB Circular A-109. DOD Directive 5000.2. 

The mission budget concept offers significant potential for 
alleviating problems with the way the Federal budget is 
currently presented and the limitations it imposes on 
congressional review. The common complaint with the 
present system is that Congress gets a great mass of detail 
but not a coherent picture of what the money is for and why 
it is needed. A mission budget structure links an agency’s 
basic responsibilities, or “missions,” to its activities and their 
proposed funding. Descending levels of the structure then 
focus more sharply on specific purposes, needs, and pro- 
grams to satisfy them. The new concept also illuminates the 
early (front end) decisions that control the purpose and 
direction of all programs. 
Recommendations: Congress should begin to experiment 
with mission budgeting in carrying out its budget review, 
authorization, and appropriation functions because the con- 
cept has significant potential for: helping the President and 
Federal agencies formulate budgets according to end pur- 
poses, needs, and priorities; strengthening congressional 
policy review and program oversight; achieving greater 
public accountability in the use of Federal funds; providing 
one budget system oriented to both executive and congres- 
sional needs; clarifying mission responsibilities of the 
Federal agencies and keeping them relevant to national 
policies and needs; and serving as a structural foundation 
for “zero-base” and “sunset” reviews as well as for govern- 
mental reorganization. 

Agency Comments/Action 

Congress requires mission informational displays in 
Presidential budgets but has yet to fund budget requests of 
the agencies on that basis. A few committees are begin- 
ning to experiment with the concept. For example, Agricul- 
ture is working with the Senate Appropriations Committee. 

Defense took a first step by reclassifying its Research and 
Development (R&D) budget structure from product orienta- 
tion to broad strategic and tactical programs. At lower tiers, 
however, product classification still exists, so that mission 
areas and needs are not discernible. The House Armed 
Services Committee’s R & D Subcommittee conducted 
portions of its FY1980 budget review on a mission basis. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

It is difficult for Congress to absorb great masses of input 
activities and adjust up or down (or cancel out) the “right 
kinds” of activities in any precise way. Since congressional 
members are not technical specialists, would it not be better 
for them to focus more on regular mission reviews, policy. 
and early key program decisions? Appropriation subcom- 
mittees get only “slices” of agency missions and are not 
aware of mission funding from year to year nor of what mis- 
sion results are achieved with this money. The Committees 
should consider how budget requests should be modifed or 
subcommittee jurisdictions realigned to deal with agency 
missions. Mission budgeting clarifies the end purposes of 
tax dollars to Congress and the general public. Question- 
able mission purposes and priorities can be revised and 
funding levels can be raised or lowered with congressional 
guidance provided in specific areas. The Committees 
should consider whether they should set up a joint pro- 
gram with the executive branch to more fully test and evalu- 
ate the mission concept. In a more recent followup report, 
GAO illustrates one approach to to such an execu- 
tive/congressional program (PSAD-78-100, 7-3 I-78). 
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DEPARTMENT OF DEFENSE - MILITARY 

MISSION BUDGETING 

Opportunities To Streamline the Air Force Headquarters Structure in the Pacific 
(FPCD-79-27, 2-8-79) 

Department of the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

In 1974, following House Appropriations Committee 
recommendations to reduce the Air Force command struc- 
ture in the Pacific, the Secretary of Defense announced that 
Headquarters, Pacific Air Forces, would be disestablished 
and other reductions would be made in Hawaii. The Air 
Force estimated that this decision would save $34 million 
annually plus one-time cost savings of $32 million. 
FlndingsEonclusions: Although some reductions were 
made, the Air Force did not disestablish the Headquarters. 
Opportunities exist for the Air Force to further reduce its 
management headquarters and related staffs in the Pacific. 
These reductions would achieve manpower economies 
consistent with a reduced force levef and streamline the Air 
Force command and control structure in the Pacific. 
Recommendations: The House Appropriations Committee 
should explore with the Secretary of Defense ways to 
achieve savings discussed in this report. The Air Force 
should: (1) eliminate its headquarters in Japan and the Phil- 
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ippines; (2) reduce the staff at Headquarters, Pacific Air 
Forces; and (3) consolidate, cut back, and/or transfer their 
functions and responsibilities to other commands as origi- 
nally envisioned. 

Agency Actions/Comment 

Defense disagreed with the recommendations. 

Appropriations 

Military personnel - Air Force 
Operation and maintenance - Air Force 

Appropriations Committee Issues 

Agency workforce planning should identify the numbers of 
employees needed to effectively and efficiently accomplish 
the Government’s essential work. 



DEPARTMENT OF DEFENSE - MILITARY 

MOBILIZATION 

Adjustments Recommended in Army’s Ammunition Procurement and Modernization Programs 
(LCD-80-62, 6-12-80) 

Departments of Defense, the Army, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

In response to a congressional request, GAO evaluated the 
Army’s fiscal year 1981 requests for ammunition end-items 
involving the largest dollar amounts; ammunition end-items 
being bought for the first time; and projects for establishing, 
modernizing, and expanding the ammunition production 
base. 
Findlngs/Concluslons: GAO concluded that $87.5 million 
requested by the Army for fiscal year 1981 should not be 
appropriated, including funding for improved 81 -mm high 
explosive cartridges, M456 antitank cartridges, additional 
ground-emplaced mine scattering system mines, and addi- 
tional M739 point detonating fuses. Twenty-eight other 
items were identified that should be funded at levels other 
than the amounts requested by the Army. After reviewing 14 
modernization and expansion projects with estimated costs 
of $251.2 million, GAO concluded thatz (1) it was premature 
for Congress to provide funding to expand the production 
capacity for the Bushmaster ammunition, or for the applica- 
tion of radar to ballistics acceptance testing; and (2) less 
funding was needed for repairing the nitrocellulose line and 
for modernizing the smoke mix facility for Ml8 grenades 
because both include equipment which is not needed dur- 
ing fiscal year 1981. 
Recommendations: The Secretary of the Army should 
reassess the use of existing buildings at ammunition pro- 

duction plants for future modernization and expansion proj- 
ects as alternatives to constructing new buildings, and 
develop a means for comparing operating cost data for the 
three former Navy plants with the data at the Army’s other 
ammunition production plants. The House Committee on 
Appropriations should reduce the Army’s conventional am- 
munition request for 13 items by $134.1 million, increase 
the Army’s conventional ammunition request for 19 other 
items by $26.8 million, and reduce the Army’s request for 
the modernization and expansion program by $16.7 mil- 
lion. 

Agency Comments/Action 

Agency comments had not been received as of the date 
that this report was prepared. 

Appropriations 

Procurement of ammunition - Army 

Appropriations Committee Issues 

The Committees should consider the recommendations 
made above. 
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DEPARTMENT OF DEFENSE - MILITARY 

MOBILIZATION 

Army Plans To Modernize the Rock Island Arsenal May Be Inappropriate 
(LCD-79-418, 6-6-79) 

Department of the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Legislative Reorganization Act of 1970. A.R. 235-5. 

The Army’s Rock Island Arsenal, Illinois, is burdened with 
old and obsolete facilities and equipment and an insuffi- 
cient capacity to meet projected mobilization production re- 
quirements responsively. The Army consequently decided 
to begin modernizing the arsenal’s manufacturing equip- 
ment and facilities. The Army approved a 2-year planning 
project submitted by the Arsenal in January 1977 to analyze 
existing facilities and recommend improvements. This proj- 
ect is scheduled for completion in August 1979. Prelimi- 
nary estimates indicate that modernization may cost $101 
million for fiscal years 1981-1985, but actual costs may be 
substantially higher. 
Findings/Conclusions: Although the Army’s modernization 
plan for the Arsenal is credible, its production requirements 
are questionable because there were flaws in the calculation 
of combat consumption rates of major end items; the com- 
putation of mobilization requirements for secondary items 
was based partly on unsupported assumptions: and war- 
time overhaul and rebuild requirements were unfounded. In 
response to 1975 and 1976 recommendations by GAO, the 
Army Armament Materiel Readiness Command determined 
private industry’s willingness to satisfy the Arsenal’s mobili- 
zation requirements, but failed to establish its capability or 
capacity. GAO could not identify the impact these condi- 
tions might have on the Arsenal’s modernization needs, 
which might be substantial. 
Recommendations: The Secretary of the Army should defer 
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extensive modernization plans for the Arsenal, except for 
completing the current project, until mobilization require- 
ments are reexamined to insure the consideration of only 
valid requirements and, private industry’s ability to do work 
now assigned to the Arsenal has been clearly established. 

Agency Comments/Action 

The Department of the Army agreed that private production 
facilities should be used whenever feasible to satisfy mobili- 
zation needs. However, they added that Rock Island Arsenal 
capabilities were not only needed to satisfy mobilization 
needs but also peacetime production of small, uneconomi- 
cal but essential quantities. They agreed to review proposed 
modernization plans as they relate to the overall require- 
ment necessary to insure an adequate defense posture dur- 
ing peacetime as well as mobilization. This review has not 
yet been completed. 

Appropriations 

Military construction - Army 
Operation and maintenance - Army 

Appropriations Committee Issues 

Reasonably accurate mobilization requirements and in- 
creased reliance on private sector capability could reduce 
mobilization expenditures for the Rock Island Arsenal. 

I .  , ,  :’ 

_’ . .  



DEPARTMENT OF DEFENSE - MILITARY 

MOBILIZATION 

Followup on Use of Numerically Controlled Equipment To hprove Defense Plant Productivity 
(LCD-78-427, I-17-79) 

Departments of the Army, the Navy, and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The Department of Defense (DOD) owns $336 million 
worth of numerically controlled equipment, such as drills, 
lathes, and machining centers. This equipment, controlled 
automatically by computers or punched tape, is particularly 
expensive and complex. Although conventional equipment 
is more appropriate for many applications, numerically con- 
trolled equipment offers increases in productivity and sav- 
ings, particularly for a small lot production. Also, depending 
on its management and application, numerically controlled 
equipment can improve Defense plant surge capability for 
emergencies. On the other hand, unless management 
closely monitors this capability, it may not function as in- 
tended during a mobilization buildup. Two prior GAO audits 
analyzed Defense-owned numerically controlled equip- 
ment. This followup report was made to assess what DOD 
had done to improve its use and management of numeri- 
cally controlled equipment. 
FlndlngsXoncluslons: GAO briefly examined selected sub- 
jects covered in its earlier reports at several activities. Stan- 
dardization continues to be a problem and is approached 
differently by different commands and activities. Work inter- 
change between activities has not occurred except for a few 
work orders. Air Force activities employ formal work-mix 
study techniques to identify equipment needs, whereas oth- 
ers buy equipment because of production bottlenecks or 
deteriorated machines, sometimes without critically evaluat- 
ing numerically controlled machines. Management infor- 
mation systems are extremely diverse in terms of usage 
categories recorded, and some systems are inaccurate and 
inadequate. Systems for workloading parts onto conven- 
tional or numerically controlled machines need improve- 
ments. Most shops have given priority to numerically con- 
trolled machine repair part acquisition. However, pro- 
cedures could still be more streamlined. 

Recommendations: The Secretary of Defense should ac- 
tivate a DOD or combined-service group or assign to an ex- 
isting group the responsibility to provide overall technical 
and policy direction and coordination for numerically con- 
trolled equipment. The group should periodically provide 
status reports of its progress and problems. The Secretary 
should require the group to address the areas suggested in 
the GAO 1974 and 1975 reports. 

Agency Comments/Action 

Initially, military service officials agreed there is a need to 
have some type of interservice group or function to share 
ideas, reduce duplication, and work on mutual problems. 
However, in a later response, DOD stated that the current 
policy statements are adequate and that a formal inter- 
service group is not needed. DOD felt that service participa- 
tion in Defense Industrial Plant Equipment Center seminars 
would provide the needed technical assistance and idea in- 
terchange to challenge numerically controlled equipment 
problems. However, DOD now recognizes the need for cen- 
tralized direction to tackle many numerical control prob- 
lems within the DOD. Proposed DOD actions on a number 
of the problems now focus on the need for central authority 
over these issues. 

Appropriations 

Procurement - Army, Navy, Air Force 
Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

Central management of numerical control will result in 
more effective use of such equipment with the potential for 
greatly increasing productivity and reducing costs. 

61 



DEPARTMENT OF DEFENSE - MILITARY 

MOBILIZATION 

Host Nation Support 
(LCD-7%413. j-11-79) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

Since 1960 the United States has attempted to rely on host 
countries for assistance to provide needed rear area sup- 
port in case of a North Atlantic Treaty Organization (NATO) 
conflict. The concept has been mostly applied to base 
maintenance, but not weather support functions. Weather 
support is generally provided by Air Weather Service per- 
sonnel on U.S. bases. 
FindingsiConclusions: The Air Weather Service has not stu- 
died the feasibility of host nation weather support to U.S. in- 
stallations. The Air Force has a positive attitude toward in- 
creasing host nation support even though it has voiced con- 
cern about such support. Current operations tend to indi- 
cate that, with some exceptions, host nations can provide 
weather support at the central guidance center and base 
level. The Air Force is concerned over the following issues: 
economies derived from host nation services, classified ma- 
terial, contingencies, differences in operating requirements, 
and control over civilians. These issues must be closely ex- 
amined before a final conclusion can be reached. On the 
other hand, the Air Force reliance on host nations tends to 
downgrade concern over some of these potential problem 

sify U.S. efforts within the NATO community to establish 
military analysis centers in all NATO regions. These centers 
should operate fully not only during the war. but also in 
peacetime to alleviate the need for separate guidance 
centers and improve interoperational capability. 

Agency Comments/Action 

Air Force officials stated that they are now placing greater 
emphasis on host nation support. A complete assessment 
of the host nation support concept, including U.S. require- 
ments and allied capabilities, is currently in progress. 
Weather support will be one of the functions included in this 
new approach. As a result of this greater emphasis, the Air 
Force will continue to examine all opportunities for use of 
contractor or host nation weather support. 

Appropriations 

Operation and maintenance - Air Force 

areas. 
Recommendations: The Secretary of Defense should direct 

Appropriations Committee Issues 

the Air Force to increase weathdr-related host nation sup- The Committees should monitor Air Force actions to in- 
port where appropriate, or use contract services; and inten- crease weather-related host nation support. 
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DEPARTMENT OF DEFENSE - MILITARY 

READINESS 

DOD’s Materiel Readiness Report to the Congress--improvements Needed To Better Show the Link Between 
Funding and Readiness 
(LCD-W-5, 10-12-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense (0050) 

In April 1979, a discussion paper provided Congress with 
comments on the Department of Defense’s (DOD) annual 
materiel readiness report A report amplified and expanded 
on the information given to Congress in the discussion pa- 
per. DOD had made little progress in linking funding and 
materiel readiness and had not achieved an adequate ma- 
teriel readiness report for Congress. DOD attributed this to 
the size and complexity of the task. In 1977, DOD estab- 
lished a Readiness Management Steering Group (RMSG) to 
guide, coordinate, and plan funding and readiness link 
studies in the armed services. Because RMSG did not ade- 
quately perform its function, the studies completed in the 
following 2 years were done independently, employed vary- 
ing standards of measurement, were not related to one 
another, and were therefore unproductive. 
FindlngsiConcluslons: There were several problems in the 
second DOD materiel readiness report which had to be 
resolved before DOD could provide Congress with reliable 
projections. These arose from failure by DOD to determine 
the link between readiness and funding, to show the trade- 
off between funding for maintenance and supply, and to es- 
tablish reporting criteria. It was therefore determined that 
the DOD materiel readiness report did not adequately meet 
the objectives of providing Congress with reliable projected 
readiness data based on funds requested to enable better 
funding decisions for readiness. 
Recommendations: The Secretary of Defense should re- 
quire RMSG to: (1) coordinate with the Senate and House 
Committees on Armed Services to better understand the 

type of report needed by the Committees, specific limita- 
tions in prior reports, and how future reports can be im- 
proved; (2) provide the services with detailed guidance for 
better measuring overall readiness and for improving future 
materiel readiness reports; and (3) provide criteria for the 
services to use in future materiel readiness reports. 

Agency Comments/Action 

Officials from the Office of the Secretary of Defense, the 
Joint Chiefs of Staff, the Army, the Navy, and the Air Force 
generally agreed with the factual information in the report. 
However, they said it should place more emphasis on the 
difficulty and complexity of relating resources to readiness 
and to the progress which is being made. They said it 
should also recognize that DOD has not held back informa- 
tion and that the materiel readiness reports provided to the 
Congress have contained the best information currently 
available. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 
The Committees should monitor closely the Service’s ef- 
forts to link funding exercises to improvements in the ma- 
teriel readiness of the U.S. Armed Forces. 
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DEPARTMENT OF DEFENSE - MILITARY 

READINESS 

improving the Effectiveness of Joint Milky Exercises-An lmportsnt Tool for Milltafy Readiness 
(LCD-80-2, 12-11-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legi&lve Authority: P.L. 95-79. . 

Joint Chiefs of Staff exercises are important to the readiness 
of U.S. forces. They are a primary means for achieving in- 
terservice and U.S. and allied forces training. Their impor- 
tance and cost dictate effective planning and execution. 
After preliminary research indicated that improvements 
were needed in the management of the program, GAO re- 
viewed the planning, execution, and evaluation of the exer- 
cises, including an analysis of two major Joint Chiefs of 
Staff exercises conducted in Europe, REFORGER and 
CRESTED CAP. 
FindlngslConcluslons: Current development procedures for 
the Joint Chiefs of Staff Exercise Program did not assure 
that the Program was achieving its full potential or that the 
exercises were being conducted in the most cost-effective 
manner. Program planning was not supported by compre- 
hensive annual program evaluations, alternatives analyses, 
or comprehensive justifications. Instead, it was based on the 
inherent value of the exercises, the types and number of ex- 
ercises conducted in the past, and the expected availability 
of funds. The services requested funds for the exercises in 
their individual budget submissions. The budget submis- 
sions included little exercise justification data, thereby plac- 
ing Congress at a disadvantage in trying to determine op- 
timal funding levels. Methods for measuring readiness were 
not developed to the point that readiness funding levels 
could be determined. Improvements to the exercises 
gained from lessons learned were not fully realized because 
systematic procedures for dealing with them were lacking. 
For example, problems previously identified in the CREST- 
ED CAP exercise were recurring regularly in subsequent 
versions of that exercise. Reassessment of the problem 
areas in the REFORGER and CRESTED CAP exercises 
would result in more effective and economical exercises. 
Although the exercises should be as realistic as possible, 
the realism of those held in the United States was signifi- 
cantly constrained by wildlife and environmental considera- 
tions. Realism of those held in Europe could be improved 
through better planning. 
Recommendations: The Secretary of Defense should direct 
the Joint Chiefs of Staff to assume a stronger role in 
developing and managing the Joint Chiefs of Staff Exercise 
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Program. This expanded role should include: (I) providing 
the unified and specified commands expanded procedural 
guidance for developing their 5-year exercise programs; (2) 
critically evaluating the commands’ 5-year exercise pro- 
gram submissions; (3) greater coordination with the serv- 
ices in budgeting for Joint Chiefs exercises; (4) greater em- 
phasis on exercise realism; and (5) assuring establishment 
of adequate systems for dealing with exercise lessons 
learned. The Secretary should also direct the Joint Chiefs of 
Staff to reevaluate current REFORGER and CRESTED CAP 
scenarios, considering the problems and questions dis- 
cussed in this review. 

Agency Comments/Action 

Defense generally agreed with the report’s recommenda- 
tions. Joint Chiefs of Staff officials have since said progress 
has been made in management of the Major Joint Exer- 
cises Program. But expanded Joint Chiefs procedural guid- 
ance for developing the 5-year exercise program has not yet 
been completed. The Joint Chiefs said they are working 
closely with the services in justifying joint exercise program 
budget requests, although the services continue to have 
both the prerogative and responsibility for justifying and de- 
fending joint exercise program budget requests. The Joint 
Chiefs have initiated, in response to the recommendation. a 
computerized Worldwide Exercise Lessons Learned Pro- 
gram for evaluating and disseminating lessons learned 
data. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

Expanded Joint Chiefs procedural guidance for developing 
the 5-year major joint program should be developed and 
implemented, and the Defense Budget should include 
more comprehensive justification data on the need for and 
benefits to be derived from joint exercises. 



DEPARTMENT OF DEFENSE - MILITARY 

READINESS 

Late Fire Control System Deliveries for Army’s M-60A3 Tanks Jeopardize Combat Readiness Improvements 
(LCD-80-79, 6-30-80) 

Departments 01 Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: international Securib Assistance and Arms Export Control Act of 1976 (P.L. 94-329). 

GAO reviewed the impact of late deliveries of fire control 
systems on the Army’s M60A3 tank production and conver- 
sion program. Late deliveries have delayed improvements 
in the combat readiness of U.S. forces, caused the Army to 
store hundred of tanks at additional costs, and reduced the 
workload of Army depots, especially Anniston Army depot. 
The Army has taken actions to minimize the impact of 
delivery problems. it produces new tanks according to 
schedule and stores them, to the extent necessary, until the 
fire control systems become available. Also, it delayed the 
start of the M60A3 conversion program at the depots and 
substituted another conversion program in its place. Some 
uncertainty on future deliveries of fire control systems still 
remains. if deliveries are to be delayed further, Army depots 
could experience further decreases in their workloads. In ai- 
locating future fire control systems, the Army gave foreign 
governments a higher priority than it did to its own depot 
conversion program. This was done to preserve the Army’s 
production base and allow the Army to retain two fire con- 
trol system producers. However, the higher priority given to 
foreign sales, coupled with late deliveries, resuked in deiay- 
ing the start of the depot conversion program by about 15 
months. To minimize the impact of such workload de- 
creases, the Army could consider giving higher priority to 
the M60A3 depot conversion program than to deliveries of 
new tanks to foreign governments, or providing foreign 
governments with an earlier version of the M60 tank series. 
Both options require renegotiation of the foreign sales 
agreements. Congress should obtain the views of the 

Departments of Defense and the Army concerning: the im- 
pact of the M60A3 tank sales to foreign governments on the 
combat readiness of the U.S. forces and the short- and 
long-term impact on Army workloads; and the feasibility of 
(1) delaying the delivery of the M60A3 tanks to foreign 
governments until sufficient fire control systems are avaiia- 
bie to satisfy the depot conversion program, and (2) fur- 
nishing foreign governments with earlier versions of the 
M60 tank series. 

Agency Comments/Action 

Agency comments were not requested. 

Appropriations 

Operation and maintenance - Army 
Procurement - Army 

Appropriations Committee Issues 

The Committees should obtain the views of the Depart- 
ments of Defense and the Army concerning (1) the impact 
of M-60A.3 tank sales to foreign governments on the com- 
bat readiness of the U.S. forces and the short- and iong- 
term impact on Army depot workloads and (2) the feasibility 
of delaying the deiively of M-60A3 tanks to foreign govern- 
ments until sufficient fire control systems are available to 
satisfy the depot conversion program. or furnishing foreign 
governments with an earlier version of the M60 tank series. 
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DEPARTMENT OF DEFENSE - MILITARY 

READINESS 

Survey of the Readiness of Minuteman Missiles 
(LCD-X0-102. Y-16-80) 

Department of the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

In April 1980, GAO began a survey of the readiness of 
Minuteman strategic missiles. The principle objectives were 
to examine: (I ) the adequacy of readiness reporting pro- 
cedures; (2) the crews’ status and training; (3) impacts of 
planned modifications and modernization programs on the 
missiles’ capabilities; and (4) the efficiency of logistics sup- 
port systems. However, because of severe constraints on 
GAO audit resources, and because limited tests indicated 
that reported high levels of readiness appeared accurate, 
the audit was suspended. During the survey, though, several 
situations were found to warrant management attention. 
Findings/Conclusions: First, the Air Force may be able to 
use 30 currently unused magnetic drum memory units as 
spares. This would eliminate the need to purchase addition- 
al units as spares and reduce the need for a planned repair 
program for such units. Second, the Air Force has stopped 
assigning rated pilots and navigators to missile launch 
crews and plans to reassign, over the next 3 years, those 
currently serving as launch crewmembers. The Air Force, 
however, has no plans for achieving the significant savings 

possible through accelerating reassignment of these per- 
sonnel to flying duties whenever practical. Third, there is 
disagreement over the necessity for an extended emergen- 
cy survivable power source for Minuteman missiles. Many 
matters warrant consideration in reaching a final decision 
on this issue. 
Recommendations: The Secretary of the Air Force should 
direct the Air Force to: (1) use the magnetic drum memory 
units installed at the two Minuteman II wings as spare parts 
for the other sites; and (2) reassign qualified pilots and navi- 
gators to flying as soon as possible and practical. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

Substantial sums could be saved if the Air Force used the 
magnetic drum units as spare parts for other sites and reas- 
signed qualified pilots and navigators to flight status. 



DEPARTMENT OF DEFENSE - MILITARY 

READINESS 

Transportation Vehicles Available in Europe for Medical Evacuations 
(LCD-80-71, 6-10-80) 

Departments of Defense, the Army, and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

GAO reviewed Army and Air Force medical transportation 
vehicles available in Europe to meet wartime medical eva- 
cuation needs. The review was directed primarily at evaluat- 
ing the physical condition of those air and ground vehicles 
with a dedicated wartime mission of evacuating casualties 
from the battle area to and among treatment locations in- 
theater. Also included in the review were selected activities 
in the continental United States with medical transportation 
vehicles that may be used to augment intheater vehicles 
during contingencies. 
Findings/Conclusions: Although the Army and Air Force 
have numerous air and ground vehicles which could be 
used for medical evacuation purposes, most of these vehi- 
cles have other primary wartime missions; thus, they may 
not be available for casualty evacuation when needed. It is 
essential that vehicles with a dedicated evacuation mission 
be maintained at a high state of readiness. Many medical 
units were experiencing difficulty in maintaining the onhand 
vehicles. The medical units were apprehensive about the 
capability of their vehicles to perform wartime missions be- 
cause of operational difficulties which limit their use in a 
tactical environment. Officials cited inordinate downtime 
due to lack of needed repair parts. Many of the vehicles are 
old, have high mileage, and require intensive maintenance. 
The annual operational readiness rate of Army helicopters 
is 76 percent. The number of ambulance conversion kits is 
limited. Several vehicles have damaged doors that can only 
be opened from the inside. Upper litter assemblies on am- 
bulances bow when used to transport patients. Ambu- 
lances are too noisy and ride too rough to be used to trans- 
port seriously wounded patients. There is a lack of onboard 
radio communication means in ambulances, and hel- 
icopters have poor radio communications, Ambulances 
have mechanical problems with their steering mechanisms, 
jacks, lifting or towing shackles, electrical systems, ventila- 
tion, brake drums, canvas tops, differentials, and transmis- 
sions. They do not contain blackout lights; thus, they could 
not operate in wartime without being detected. 

Recommendations: The Secretary of Defense should direct 
the Army to take action to modify the existing M-886 ambu- 
lances to correct the deficiencies noted; reassess the need 
for onboard communication means to facilitate wartime 
command and controls of medical evacuation air and 
ground vehicles; and ensure, in developing future procure- 
ment plans for medical evacuation vehicles, that the defi- 
ciencies noted with the M-886 and M-792 ground ambu- 
lances are adequately considered. He should direct the 
Army and Air Force to take appropriate action to ensure 
that needed repair parts are made available to units in Eu- 
rope and in the continental United States in a more timely 
manner to reduce the inordinate downtime cited by Army 
and Air Force officials and assess the potential for increas- 
ing evacuation capability by acquiring ambulance conver- 
sion kits for the existing and planned procurement of 
school and general-purpose buses. 

Agency Comments/Action 

Defense officials agreed with the recommendations and 
described correctjve actions planned and taken. The Army 
plans to phase out the M-886 and M-792 with a high mobili- 
ty multipurpose wheeled vehicle in its Division areas, and 
with a commercial ambulance in Corps areas. Problems 
with bowed litter assemblies are being investigated. Army 
plans for reorganization under “Division 86,” if implement- 
ed, include a position locating and reporting system for 
ground ambulances and new buses with ambulance 
conversion kits. 

Appropriattons 

Operation and maintenance - Army and Air Force 

Appropriations Committee Issues 

Medical evacuation vehicles’ poor condition and lack of 
parts hamper evacuation capability in Europe. Efforts to im- 
prove readiness include plans over at least the next 5 years. 
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DEPARTMENT OF DEFENSE - MILITARY 

READINESS 

The World Wide Military Command and Control System-Evaluation of Vendor and Department of Defense Com- 
ments 
(LCD-80-22/i, h-30-80) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: National Defense: Department of Defense 

A December 14, 1979, GAO report criticized the World 
Wide Military Command and Control System Automated 
Data Processing Program (ADP) for lacking effective 
management and for being unresponsive to operational 
needs. The report recommended that Congress consider 
withholding current and future funding for the program. 
The vendor generally agreed with the contents of the 1979 
report and offered some suggestions for resolving comput- 
er and software problems through field modifications of the 
computers and revised versions of the vendor-supplied 
software. They indicated that the original procurement 
specifications may have exceeded the state-of-the-art exist- 
ing then, GAO objected to making field modifications, as 
such action would have the effect of a sole-source procure- 
ment. As a result, alternative and perhaps more economical 
and efficient system designs by other vendors would not be 
considered. GAO does not agree that the original procure- 
ment specifications exceeded the state-of-the-art. The De- 
partment of Defense (DOD) characterized the GAO report 
as being inaccurate and misleading, containing inappropri- 
ate conclusions, and presenting inapplicable recommenda- 
tions. GAO evaluated each DOD comment and pointed out 
the inconsistency of the comments with known conditions, 
comments previously made to GAO, and recent DOD com- 
ments to Congress. DOD has still not clearly defined the 
functional (informational) requirements of the military com- 
manders who must use and rely on the ADP program capa- 
bilities for their operational needs. It is time to begin design- 
ing a system that, when placed into operation, will provide 
needed support capabilities to military commanders, partic- 

Military (except procurement and contracts) (0051) 

ularly during a time of crisis. DOD selected a computer 
configuration and related software that were not suited for 
the environment in which they were to 0perat.e. DOD 
seemed reluctant to recognize the need for change. The 
program management structure was so fragmented that no 
one individual or organization had responsibility for its 
budgeting, funding, or management. Due to a combination 
of all of these conditions, the current program does not 
support the operational needs of military commanders, par- 
ticularly during a time of crisis. 

Agency Comments/Action 

The Office of the Joint Chiefs of Staff has been assigned the 
responsibility for policy guidance, and the Defense Com- 
munications Agency the responsibility for technical support. 
Additional management changes are being considered as a 
part of the WIS modernization planning. Updated planning 
information will be provided to Congress with the 1982 
budget submission. 

Appropriations 

Research and development - Army, Navy, Air Force 
Operations and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

Continued funding should be contingent upon the approval 
of a World Wide Military Command and Control System 
(WWMCCS) modernization plan. 



DEPARTMENT OF DEFENSE - MILITARY 

REQUIREMENTS 

The Army Continues To Have Serious Problems identlfyhg its Resource Requirements 
(LCD-80-67, 6-30-80) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Department of Defense Appropriations Authorization Act, 1978 (P.L. 95-79). 

The Army’s systems for identifying, monitoring, and report- 
ing the needs of its combat units for people and equipment 
are not compiling accurate information. As a result, inaccu- 
rate information is being used in critical management 
processes that ultimately determine whether the Army can 
efficiently and effectively accomplish its mission. Resource 
requirements are based on the requirements that major 
field commands report for individual combat units. Without 
accurate information on these requirements, millions of 
dollars may be wasted in buying and maintaining the wrong 
equipment, recruiting and training programs may be aimed 
at providing the wrong job skills, crucial resources may be 
distributed to the wrong locations, and the Army may not be 
organized and equipped to accomplish its mission. These 
conditions may not be apparent through the Army’s readi- 
ness reporting system. To identify resource needs the 
Training and Doctrine Command first translates approved 
plans into model organizations and requirements for proto- 
type units. The major field commands pattern their actual 
units and requirements after the models, with modifications 
to reflect the needs of units with unusual missions or 
operating environments. The models must be periodically 
reviewed and revised and the major field commands must 
pattern their units after current models. To a large extent, 
neither of these conditions is being met and invalid require- 
ments are being used in many critical management 
processes. Major field commands often fail to reorganize 
their units and revise their requirements as prescribed by 
changes in the Army’s models; this affects the accuracy of 
their units’ readiness reports. 
Findings/Conclusions: With these weaknesses in its sys- 
tems, the Army cannot ensure that requirements reported 
by major commands accurately reflect the resources com- 
bat units need to accomplish their missions, that require- 
ments data used in critical management processes are 
valid, or combat units are actually organized and equipped 
in accordance with current plans. The Army must make ad- 
ditional personnel available to conduct more thorough re- 
views of its requirements. Some major field commands give 
more emphasis on their readiness ratings than they do to 
the Army’s actual readiness condition. The Army’s efficien- 
cy and effectiveness depend on compliance with the 
models developed by its experts. Army headquarters re- 

cently adopted a policy that permits field commanders to 
forego changes unless they have the resources available, 
thus Army headquarters has lost an essential element of 
control over the requirements reported for individual com- 
bat units. In some cases, reported requirements unjustifi- 
ably deviate from approved models because of human er- 
ror. As the GAO review was limited to an analysis of the sys- 
tem and did not include the Army’s need for specific 
resources, or the quality of resource management, GAO 
does not know the full extent to which the Army’s reported 
requirements are invalid or the full effect invalid require- 
ment reports are having on critical management decisions. 
GAO believes that the Army does not know either. 
Recommendations: The Secretary of Defense should direct 
the Army to thoroughly and frequently review the model re- 
quirements established through the table of organization 
and equipment system and ensure that major field com- 
mands base their reported requirements on the latest ap- 
proved models. 

Agency Comments/Action 

Department of Defense officials agreed that deficiencies ex- 
ist in the Army’s requirements system, and they informed 
GAO that the Army had begun trying to correct them. They 
also pointed out that the continuing study by the Army’s 
Concepts and Analysis Agency is aimed at some of the 
problems cited in this report and, in at least one instance, is 
expected to result in similar recommendations. 

Appropriations 

Operation and maintenance - Army 

Appropriations Committee Issues 

The Army has serious weaknesses in its system for identify- 
ing the resources needed by its combat units. These 
weaknesses are: (1) defeating the Army’s attempts to create 
a standardized force structure; (2) encouraging units to re- 
port higher readiness than they should; and (3) feeding 
inaccurate data into budgeting, acquisition, and planning 
processes. 
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DEPARTMENT OF DEFENSE - MILITARY 

REQUIREMENTS 

Better Planning and Management of Army Walercraft Could improve Mission Capability While Reducing Excess 
Numbers and Costs 
(LCD-79-419, 8-2-79) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legklallve Authorlly: A.R. 310-34. 

During a contingency, Army troops will need to be resup- 
plied with ammunition, fuel, spare parts, food, and the like, 
to sustain their operations. The Army has acquired water- 
craft to resupply its combat troops and to carry out terminal 
services at U.S. and foreign seaports. The Army is spending 
$23 million a year to operate, maintain, and store its water- 
craft. It has also established an $80 million program to im- 
prove watercraft, some of which are in excess of require- 
ments. 
Flndlngs/Conclusions: The Army’s watercraft requirements 
are questionable because adequate supporting documenta- 
tion is not available, some assets are seldom used, and oth- 
er assets have been recognized by the Army as excess. 
Although the Army has a current inventory of 840 water- 
craft, it has determined that its requirements total 500. The 
need for 93 watercraft assigned to an operational project in 
Europe has also been questioned. The European Com- 
mand advised the Army that these watercraft were not 
needed in view of available fuced ports and host nation 
agreements and asked that they be transferred to another 
command. The decision to procure new watercraft for 
container-handling capability appears to be premature 
since some Army officials believe vessels already in invento- 
ry can satisfy the need for container capability and testing 
has not been adequate to determine the vessels’ true per- 
formance or fuel costs. 
Recommendations: The Secretary of Defense should direct 
the Army to: review watercraft requirements to ensure that 
they can be adequately justified; dispose of unneeded wa- 
tercraft; expedite the signing of host nation support agree- 
ments so that watercraft stored in Europe could be used to 
satisfy other needs or declared excess; establish criteria for 
authorizing watercraft to table of distribution and allowance 
units; make sure that product improvement procurement 
program funds will not be spent on unneeded watercraft; 
establish, with the Joint Chiefs of Staff and the Military Sea- 
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lift Command, priorities to take maximum advantage of 
available transportation and to ensure that Army watercraft 
are transported to the area of operations needed; and not 
commit any procurement funds for a new air cushion vehi- 
cle until it makes a cost and economic evaluation analysis 
to determine its cost effectiveness and utility in a realistic 
military environment. 

Agency Comments/Action 

The Army agreed with all but one of the report’s recom- 
mendations. Since the report, actions have been taken to el- 
iminate over 200 watercraft from army inventories. Plans 
call for the reduction of additional vessels. The one recom- 
mendation that was not concurred with was to delay com- 
mitment of procurement funds for the air cushion vehicle 
(LACV-30) until a cost and economic analysis is done. The 
Army has since contracted to procure 12 LKV-30’s. There 
was a procurement of 4 vessels in FY 1979 with the option 
to buy 8 more, 4 each in Fy 80 and FY 81. The FY 80 op- 
tion has been funded and exercised, however, the PI 81 op- 
tion has not been funded or exercised. GAO is attempting 
to determine if this indicates a weakening of the Army posi- 
tion to procure LACV-30’s. 

Appropriations 
Procurement - Army 
Operation and maintenance - Army 

Appropriations Committee Issues 

Accurate watercraft requirements should be established to 
eliminate expenditures on watercraft excess to require- 
ments. The procurement of the air cushion vehicle should 
be delayed in light of current watercraft requirements, the 
availability of on-hand watercraft to meet the need, and the 
performance of the air cushion vehicle during testing. 



DEPARTMENT OF DEFENSE - MILITARY 

REQUIREMENTS 

Increased Standardization Would Reduce Costs of Ground Support Equipment for Military Aircraft 
(LCD-80-30. 2-7-80) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

Military aircraft ground support equipment was reviewed to 
determine whether more commonality of support equip- 
ment was feasible and whether earlier planning during the 
aircraft design phase could reduce the number and kinds of 
this equipment entering military inventories. Each new air- 
craft developed for the military services results in the 
development of thousands of ground support equipment 
items, much of which performs the same function as equip- 
ment already in service. 
Findings/Conclusions: Substantial cost savings could be 
realized in research and development, procurement, and 
logistics if ground support equipment could service more 
than one type of aircraft. The Department of Defense 
(DOD) has no organization responsible for issuing policy 
and guidance to the services on managing and standardiz- 
ing support equipment or coordinating its development. 
Most support equipment research and development is 
geared to meeting program schedules and performance re- 
quirements for one type of aircraft. Currently, data systems 
contain inaccurate or outdated information on the descrip- 
tion, reliability, capability, and application of items already in 
military inventories. Some data sources do not include large 
quantities of support equipment available in Air Force and 
Navy inventories; others include a wide range of equipment 
items, but do not list all their characteristics. Thus, no single 
source gives decisionmakers ail the information needed to 
decide whether inventories already have similar equipment. 
Service officials believe that the large volume of items 
recommended by contractors at one time, insufficient staff 
to review them, and the complexity of the review and ap- 
proval process ail contribute to hasty reviews. According to 
service officials, the greatest drawback to more standardiza- 
tion is the procurement regulation requirement that pro- 
curements be competitive whenever possible. Because the 
services use performance standards instead of design 
specifications, subsequent procurements may contain 
items having different subsystems and components than 
the original. 
Racommendations: The Secretary of Defense should: vi- 
gorously pursue a policy supporting standardizing aircraft 
ground support equipment; establish a focal point in the Of- 
fice of the Secretary of DOD to guide and direct the services 
in carrying out the policy; systematically review the services’ 
activities in implementing the policy; and develop and im- 
plement incentives to contractors to use existing aircraft 
support equipment in the design of new weapon systems. 
The Air Force and the Navy should: stress the need for pro- 
gram managers and contractors to give more consideration 

to standardization during the early design and development 
stages of aircraft weapon systems; direct that the informa- 
tion provided to contractors and service decisionmakers on 
equipment already in the inventories be accurate. complete, 
up-to-date, and readily available; develop specific instruc- 
tions to guide reviewers through the review and approval of 
contractor-recommended items and clearly define re- 
viewers’ roles and responsibilities so that unnecessary items 
can be identified more quickly; and increase management’s 
awareness of support equipment planned or in use so it can 
better assess whether new items duplicate functions of ex- 
isting items and whether more standard equipment can be 
developed. 

Agency Comments/Action 

The Office of the Under Secretary of Defense (Research 
and Engineering), commenting on the report, agreed that 
increased efforts were needed to standardize aircraft 
ground support equipment; and an ad hoc DOD standardi- 
zation working group was established in November 1979 to 
address the report’s recommendations. The group agreed 
with all but one recommendation, but outlined a series of 
study tasks to actively pursue the others. The actions are in 
line with the improvements GAO believes are necessary to 
increase standardization of ground support equipment. 

Appropriations 

Research development, testing, and evaluation - Army, 
Navy, Air Force 
Procurement - Army Navy, Air Force 
Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should consider: (1) how OSD and the 
services plan to play a more active role in emphasizing stan- 
dardizing criteria to reduce aircraft ground support equip- 
ment costs (2) what improvements the services feel are 
needed to include all necessary aircraft support equipment 
items in their data systems; (3) how the services plan to 
simplify and streamline the current review process so that 
delays in reviewing and appraising ground support equip- 
ment items are avoided; and (4) what specific actions the 
services can take from learning and evaluating aircraft sup- 
port equipment acquisition practices in the airline industry 
which limit items and costs. 
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DEPARTMENT OF DEFENSE - MILITARY 

REQUIREMENTS 

The Services Can Further Refine Management of Flying Hour Programs 
(LCD-79401, 1-27-79) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

In 1976 a review of the flying hour programs of the Army, 
Navy, and Air Force presented recommendations for im- 
proving those programs. Substantial progress has been 
made since that review; however, recommendations for fur- 
ther improvement are presented. 
Findings/Conclusions: Although progress has been made 
by the services in establishing better management systems, 
some areas require further attention, that is: (1) assuring 
that flying hour requirements are based on assigned pilots 
and operational constraints, (2) establishing systems to 
monitor pilot progress for multipiloted aircraft without rely- 
ing on minimum flying hour criteria, (3) identifying tasks 
and events to be performed with simulators and giving 
priority to those which do the most in reducing flying hours, 
and (4) defining who should or should not fly. 
Recommendations: The Secretary of Defense should 
develop and implement improved guidance for managing 
the services’ flying hour programs with particular emphasis 
on: (1) identifying the skills and qualities needed by com- 
manders of multipiloted aircraft and establishing systems to 
monitor pilot progress without relying on minimum ftying 
hour criteria; (2) using full flying training requirements of 
the baseline for readiness measurement; (3) assuring that 
flying hour requirements are based on assigned pilots, 
operational constraints are considered, and operational 
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support flying is limited to training requirements; (4) identi- 
fying tasks and events to be done in simulators and doing 
them in simulators to the extent possible, giving priority to 
events reducing the number of flying hours the most; and 
(5) providing a better definition of who should not fly. 

Agency Comments/Action 

The Department of Defense (DOD) agreed stating that 
several of the recommendations have already resulted in re- 
finements in flying hour program requirements. DOD plans 
to use the report in reviewing service flying hour program 
requests and evaluating overall guidance for the manage- 
ment of flying hour programs. Subsequently, revisions to 
programming methodology and flying hour standards have 
resutted in over $28 million reduction in flying hour costs. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should monitor DOD actions to develop 
and implement improved guidance for managing the serv- 
ice’s flying hour programs. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Air Force Watercraft Program Needs increased Management Attention 
(LCD-80-60, S-N-80) 

Department of the Alr Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Leglslatlve Authority: A.F.R. 75-58. 

The Air Force watercraft inventory, valued at $3 1 million, in- 
cludes 14 types of watercraft at 24 locations worldwide, 
ranging from a 20-foot personnel boat to dredges, barges, 
and a 310-foot tanker. The watercraft support such mis- 
sions as resupply operations, sea survival training, and res- 
cue and recovery training. The Directorate of Transporta- 
tion at Air Force headquarters has the responsibility for es- 
tablishing basic management policies, major commands 
have the various oversight functions, and the San Antonio 
Air Logistics Center is responsible for managing logistics 
and depot-level maintenance functions. 
Findings/Conclusions: A GAO study of the Air Force Water- 
craft Program showed that increased management atten- 
tion is needed over program operations. Specifically, the 
study revealed that the headquarters office responsible for 
overall program management was providing insufficient 
guidance and control; major commands were not carrying 
out their oversight responsibilities; and the logistics center 
for watercraft was inadequately monitoring the inventory 
and maintenance functions. 
Aecommendatlons: The Secretary of the Air Force should 

(1) have the major commands clearly identify whether the 
transportation or mission organization is responsible for wa- 
tercraft management, and (2) ensure that sufficient person- 
nel resources are available at all management levels to the 
extent necessary to provide adequate surveillance and en- 
forcement over watercraft operations. 

Agency Comments/Action 

Official agency comments had not been received as of the 
date that this report was prepared. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

Improvements in program management are needed to el- 
iminate inefficient and uneconomical conditions that con- 
tribute to excess, inoperable, and unaccounted for water- 
craft. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Alternatives for Care of Material Stored Outside 
(LCD-80-35, 2-5-80) 

Departments of Defense and the Army 

Budget Function: National Defense (0050) 

The Army has accumulated a vast inventory of equipment 
and spare parts to ensure it can sustain a wartime effort 
should the need arise. As of June 1979, the Army had about 
2.6 million tons of material occupying about 46 million 
square feet of storage space at 20 depots and other loca- 
tions. Of this amount, 489,000 tons, or 19 percent, were 
stored outside. In addition, the Army stored about 3.5 mil- 
lion tons for other agencies. Generally, the material consists 
of larger items, such as trucks and tanks and enclosed 
mobile shelters which contain electronics or medical equip- 
ment. The decision to store this equipment outside can be 
attributed to (1) a decline in the material issue rate as the 

‘Southeast Asia conflict drew to a close: (2) implementation 
by the Army of an area-oriented depot concept, under 
which material has been consolidated at fewer depots; and 
(3) the impracticality of inside storage of some items (such 
as large inoperable items awaiting disposal or overhaul or 
vehicles scheduled to be issued within a short period). A re- 
view was made of Army practices for storing material out- 
side at depots. The scope of the review was limited to exa- 
mining the range of possibilities for caring for the material 
stored outside. 
FlndingsXonclusions: According to Army sources, outside 
storage generally results from a lack of inside storage capa- 
city where it is needed. Material stored outside deteriorates 
about four times faster than material stored inside. Thus, 
there is a tradeoff between the recurring cost of providing 
extra care for the outside material, costs pertaining to res- 
toration and replacement, degraded material readiness. and 
additional inside storage capacity. Army logistics officials 
stated that approval of pending storage facility construction 
proposals is uncertain because storage facilities have a low 
priority. Contrary to Army regulations, various alternatives, 
or combinations of alternatives, are available for caring for 
the material stored outside, besides constructing additional 
warehouse space. The Army could (1) store the material 
outside without providing recurring care, thereby possibly 
paying later for restoration of the material at the time of is- 
sue; (2) regularly care for the material to minimize future 
potential restoration and replacement costs; (3) consolidate 
inside stock more frequently to make more warehouse 
space available; (4) transfer stock levels that are beyond 
peacetime requirements to available storage capacity at 
other Defense installations; and/or (5) construct temporary 
shelters to provide limited protection from the weather. 
Recommendations: The Secretary of Defense should direct 
the Secretary of the Army to evaluate the Army’s practice of 
storing material outside without adequately caring for it. 
This evaluation should recognize (1) the cost of restoring 
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needed material and loss of material readiness, and (2) the 
cost tradeoffs of alternatives, including those in the instant 
report, for improving the material care without constructing 
new facilities. 

Agency Comments/Action 

Examination of material in open storage is a continuing 
process designed to identify that material requiring limited 
care in the open and that which must be afforded a higher 
level of protection consistent with its required use. This stra- 
tification of material permits an evaluation of the cost trade- 
offs between the alternatives identified. Several alternatives 
have been assessed. Storage of material in the open without 
minimal recurring care has been examined. Economics 
and loss in readiness argues against this alternative. Regular 
care of material in the open is an element of the Army’s 
Care of Supplies in Storage (COSS) program. COSIS fund- 
ing for fiscal year 1980 has been increased by Congress 
from $5.2 to $11.2 million. While sizeable unfinanced re- 
quirements exist, judicious application of available funds 
will minimize the impact of favorable storage on readiness 
and material restoration cost. Space can be generated by 
aggressive rewarehousing and stock consolidation, purifica- 
tion of the inventory by means of disposal actions or 
identification/removal of stocks that are potentially excess 
to needs, and through a comprehensive COSIS program to 
restore material to issuable/shippable condition. The ability 
to make a significant improvement through these actions is 
directly related to the funds and personnel available to per- 
form them. The Army will continue to examine both materi- 
al relocation possibilities to other defense activities as well 
as the use of temporary storage facilities at existing loca- 
tions. However, to date the Army has been unable to justify 
moving major items to storage facilities other than those lo- 
cated at the repair activity solely to occupy vacant space 
that may exist elsewhere. 

Appropriations 

Military construction - Army 
Operation and maintenance - Army 

Appropriations Committee Issues 

Funding for additional storage facilities or for alternative 
care for material stored outside should be balanced against 
the increase in readiness and costs for restoration of the 
material. Chosen alternatives should have full costing analy- 
ses to support the choices. Unfinanced requirements also 
affect the real range of choices, in many cases. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

The Army Can Save Millions Annually by Properly Considering Serviceable Returns in Its Requirements Compu- 
tations 
(LCD-80-64, 5-15-80) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: A.R. 7 10-I. 

A review was undertaken of the way the Army removes in- 
valid demands, representing unsuccessful attempts by cus- 
tomers to cancel orders, from its demand data base. 
Currently, the Army’s wholesale supply system’s procedures 
reduce demands in the database by crediting the amount of 
serviceable materiel customers return. However, the au- 
tomated system at each inventory control point can be set 
to limit or prevent serviceable returns from initiating 
demand reductions in the system’s database. Moreover, the 
U.S. Army Materiel Development and Readiness Command 
(DARCOM) has given the inventory control points blanket 
authority to use these limitations without prior notice or ap- 
proval. 
Findings/Conclusions: On the basis of an analysis of 
115,000 returns of serviceable materiel from the field to 
DARCOM inventory control points, GAO estimated that in 
1978 the Army wholesale inventory managers received 
$106.2 million of serviceable returns for demand-supported 
items. However, because four of the five inventory control 
points imposed limitations on the use of serviceable returns 
to offset demands, serviceable returns worth millions of dol- 
lars were not used to reduce the demand base. Moreover, if 
the returned materiel had been used to offset past demands 

the Army could have avoided inventory procurement and 
repair costs estimated at tens of millions of dollars. 
Recommendations: The Secretary of Defense should direct 
the Army to reduce the projected requirements for materiel 
by the full amount of forecasted returns of serviceable ma- 
teriel from customers. 

Agency Comments/Action 

The Department of Defense concurred with the recommen- 
dation, and the Army initiated action directing each invento- 
ry control point to use 100 percent serviceable returns as an 
offset to projected requirements. 

Appropriations 

Operation and maintenance - Army 

Appropriations Committee Issues 

Improved supply management results in fewer require- 
ments for procurement or rework of demand-supported 
items. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Army Needs To improve Its Management and inventory Control of Small Arms 
(LCD-80-41. 3-24-80) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: National Defense: Weapons Systems (0057) 

Because of their cost, vital role in defense missions, and 
sensitivity to theft, military small arms require careful 
management and control. In response to a congressional 
request, GAO investigated certain aspects of Department of 
Defense (DOD) procurement, management, and disposi- 
tion of small arms including the M2 machine gun. The M2 
machine gun has been used by all U.S. military com- 
ponents since the end of World War I. The Army, which 
owns more than 75 percent of all M2 guns in DOD inven- 
tories, is designated the single procuring agent for all of 
DOD. Further, the Army is responsible for maintaining a 
central registry of the serial numbers of all DOD small arms. 
FindingslConcluslons: The Army has not established or 
maintained accurate inventory information needed to effec- 
tively manage its M2 machine gun program. Army inventory 
control systems do not provide reliable information on ei- 
ther the quantity or the condition of M2 assets. The Army 
does not have adequate procedures for obtaining informa- 
tion on the status of other services’ inventories. As a result, 
the Army cannot determine whether decisions on procure- 
ment, distribution, or disposal of M2’s are appropriate. For 
example, the Army initiated a $10.2 million dollar procure- 
ment of M2 machine guns when unreported assets were 
available in the Army’s inventories and excess assets were 
available in other services’ inventories. Deficiencies in the 
DOD program for keeping serial number control of M2 
machine guns and other small arms have prevented the 
achievement of expected asset visibility and physical con- 
trols over small arms inventories. These inventory control 
problems were not new to the Army or DOD. For many 
years, Army stocks of M2 machine guns far exceeded es- 
timated requirements, so they were sold or given to foreign 
countries or disassembled for needed repair parts. The 
resulting depletion and a rapid increase in M2 requirements 
have caused a shortage of the weapons. GAO found that 
the Army was contemplating additional disassembly of al- 
most 2,000 guns to obtain repair parts. In view of the 
current shortage, GAO believed that further disassembly 
was not justified. 
Recommendations: The Secretary of Defense should issue 
specific guidance on the economic retention levels for prin- 
cipal items in DOD inventories similar to those procedures 
now followed for secondary items. Also, he should direct the 
Secretary of the Army to: (1) require that the light barrel M2 
machine guns in storage at Anniston Army Depot be con- 
verted to meet current Army M2 machine gun requirements 
rather than disassembled for repair parts; (2) ensure that 
discrepencies between physical inventories and inventory 
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records for M2 machine guns and other small arms are in- 
vestigated, and accurate inventory balances are established 
and maintained in the Continuing Balance System; (3) im- 
prove the Army’s implementation and maintenance of the 
DOD Small Arms Serialization Program by ensuring that all 
serial numbered small arms are registered and that the 
Small Arms Registry is maintained in an accurate and time- 
ly manner; and (4) estab!ish /mproved procedures for ob- 
taining information on the status of inventories of other 
DOD components prior to procurements by assuring that 
the communications regarding asset availability spell out 
both the quantities of assets onhand and the quantities re- 
quired by each component queried and requiring that item 
managers ascertain asset availability of each DOD com- 
ponent immediately prior to each procurement date. 

Agency Comments/Action 

After GAO identified that M2 assets were available in Army 
as well as Navy and Air Force inventories of which the Army 
was unaware, the Army canceled a planned $10.2 million 
purchase of M2’s. The Department of Defense generally 
concurred with the recommendations in the final report and 
initiated the following corrective action: (1) to investigate 
discrepancies in M2 machine gun physical inventories and 
inventory balances and make appropriate adjustments, (2) 
to establish the Small Arms Serialization Upgrade Project to 
resolve problems with the overall implementation and 
operation of the serialization program, and (3) to make ap- 
propriate revisions to logistics directives to require that each 
service identifies and obtains excess assets from other DOD 
components prior to initiating new procurements. DOD did 
not concur with the recommendation to convert light barrel 
M2 machine guns in inventory to heavy barrel configura- 
tion. Its intent is to use light barrel M2 machine gun re- 
ceivers to replace receivers washed out during overhaul. 
GAO will follow up to ensure that proper inventory account- 
ability is established for the light barrel machine guns in 
question. At a later date, GAO will follow up to review the ef- 
fectiveness of the corrective actions initiated. DOD did not 
comment on the recommendation regarding the need for 
more definitive guidance on the computation of economic 
retention levels for principal items in DOD inventories. GAO 
will follow up on this issue in the near future. 

Appropriations 

Procurement - Army, Navy, Air Force 
Operation and maintenance - Army 



Appropriations Committee Issues 

To preclude unnecessary procurements in one service 
when excess assets are available elsewhere, the Commit- 
tees should monitor DOD efforts to improve cooperation 
among the services in exchanging asset and requirements 
data and justifying retention of excess inventories. Addition- 
ally, Army efforts to improve its own inventory records are 
crucial to adequately identifying available assets before pro- 
curement actions are initiated. The policy of prematurely 
disposing of equipment has resulted in the need for future 
procurement of the same equipment. The Committees 
should encourage DOD to establish more definitive guid- 
ance regarding the computation of economic retention lev- 
els for principal items of equipment. 



DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

The Army Should Increase Its Efforts To Provide Government-Furnished Material to Contractors 
(LCD-80-94, 8-11-80) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: DOD Instruction 4140.41. DARCOM Reg. 700-42. 

GAO reviewed operations at the five Army commands 
which function as inventory control points. Four of the five 
Army inventory control points are not doing enough to use 
the material in their long supply inventories as Govern- 
ment-furnished material on major end-item contracts. 
Often, onhand quantities of secondary items, including 
parts, components, and assemblies, exceed the estimated 
amount of material needed to support U.S. and allied forces 
during peacetime and from the beginning of a war until in- 
dustry can produce the material at a rate equal to expected 
wartime usage. This material is classified as being in long 
supply and, to the extent it does not exceed authorized re- 
tention levels, is retained for possible future use. Depart- 
ment of Defense regulations require that this material be 
screened and furnished, when practicable, as Government- 
furnished material to contractors for use on major systems 
and equipment production contracts, thereby reducing the 
amounts paid to contractors. This should be done whenev- 
er substantial net savings are attainable with acceptable 
risks. Each of the five Army control points are required to 
implement these procedures and have substantial amounts 
of long supply material on hand which have potential use as 
Government-furnished material. Only one control point had 
instituted a required screening procedure to ensure that 
material was provided to contractors when practicable. 
They had devised a computer program for use with each 
impending end-item procurement, which produces a list of 
long supply items which are part of the end items to be pro- 
cured. Contractor representatives inspect and approve the 
material to avoid the problem of the contractor not being 
satisfied with the quality or condition of the Ciovernment- 
furnished material. 
FindlngsXonclusions: Officials, interviewed at the four 
commands which do not implement a screening procedure 
for long supply material as required, felt that the current po- 
tential for using long supply material as Government- 
furnished material was limited and the results of such pro- 
cedures, if implemented, would not justify their efforts. They 
did not have a computer software program to identify items 
in long supply which might be used in end item contracts. 
They felt that the manual performance of this identification 
process would be too time consuming to be practical and 
advanced other reasons for not attempting to institute the 
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screening procedure, all of which GAO found to be unac- 
ceptable reasons for not implementing the required pro- 
cedures. By not screening long supply inventories for possi- 
ble use as Government-furnished material on production 
contracts, these control points may be losing the opportuni- 
ty to achieve significant savings or may lose such opportun- 
ities in the future. Such screening has been used by one 
Army control point with beneficial results. Officials of the 
Army’s Materiel Development and Readiness Command 
(DARCOM) have not adequately exercised their oversight 
responsibility to ensure compliance with this policy. 
Recommendations: The Secretary of the Army should direct 
the Commanding General, DARCOM, to take prompt action 
to develop procedures to ensure that all Army inventory 
control points make maximum and economical use of long 
supply inventories as Government-furnished material on 
production contracts. These procedures should provide for 
the screening of all long supply inventories which have a 
potential use as Government-furnished material, including 
those managed by a control point other than that which a- 
wards the production contracts. Reasonable timeframes 
should be established to develop and implement these pro- 
cedures and DARCOM progress should be monitored to 
avoid further delay. 

Agency Comments/Action 

Army officials indicated that actions would be taken to re- 
quire that long supply inventories at all Army inventory con- 
trol points be screened for use as Government-furnished 
material on weapons systems and other production con- 
tracts. 

Appropriations 

Stock fund - Army 
Procurement - Army 

Appropriations Committee Issues 

By not screening their long supply inventories for use as 
Government-furnished materiaf on production contracts, 
four of five Army Inventory Control Points may be losing op- 
portunities to achieve significant savings or may lose such 
opportunities in the future. 



DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Better Conlrols and Data Needed To Distribute Defense Medical Supplies 
(LCD-80-77, 6-25-80) 

Department of Defense and the Defense Logistics Agency 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (005 1) 

The Department of Defense’s (DOD) multiple systems for 
distributing medical supplies to the military services were 
evaluated regarding medical supply purchasing, inventory 
control and distribution, and possible duplication among 
systems. The Surgeons General of the Army, Air Force, and 
Navy were among the officials consulted. Field medical ac- 
tivities in the United States, Japan, Korea, and the Philip- 
pines were visited to examine the distribution methods used 
and to analyze the data provided by these activities on sup- 
ply distribution effectiveness. 
Findings/Conclusions: Distribution was hindered by exces- 
sive and old inventories, limited monitoring by the Defense 
Logistics Agency (DL4) of the diverse DOD purchasing and 
delivery systems, and weaknesses in the DL4 centralized 
supply system. High medical supply inventories throughout 
the system increased cost and handicapped control over 
perishable items. The DLA personnel support center 
disposed of $12 million of its fiscal year 1978 medical in- 
ventory because the supplies were either outdated or no 
longer needed. Overseas depots stocked up to two and 
three times the authorized levels. These high inventories 
and inventory control weaknesses contributed to the high 
rates of loss for perishable supplies. During the first quarter 
of FY 1979, $10 million worth of perishable medical sup- 
plies were unusable or were of limited use because shelf 
lives would expire soon. Field activities experienced un- 
necessary losses when they received outdated supplies or 
did not properly store perishable items. Reporting on dispo- 
sals was inadequate. DlA depots shipped too many sup- 
plies out of their assigned regions. Only Air Force requisi- 
tions regularly reached DL4 within the DOD 2-day stand- 
ard. The timeliness of Army and Navy orders was reduced 
by sequential edits and reviews by intermediate organiza- 
tions. DL4 experienced serious difficulty in meeting its goal 
of delivering nonstocked medical items within 30 days after 
receiving the requisition. Consolidating medical support 
functions in Japan, Korea, and Hawaii could reduce cost 
and improve control. 
Recommendations: The Secretary of Defense should direct 
DLA and each military service to eliminate excess medical 
supply inventories and maintain future inventories more in 
line with authorized levels, and review and improve invento- 
ry management practices and controls over perishable 
medical supplies. To improve DLA management of locally 
purchased nonstandard items, the Secretary should instruct 
the Director, DlA, to take the following actions and require 
the military departments to cooperate in the DL4 efforts: es- 
tablish a uniform numbering system for locally purchased 

nonstandard medical supplies; develop uniform criteria for 
reporting such supplies; prepare a DOD-wide directory of 
nonstandard medical supplies; and expand monitoring of 
local purchases to include all medical supplies shown on 
triservice reports, so that all possible candidates for central 
management can be considered. To reduce transportation 
costs, the Director, DLA, should prepare and approve a plan 
to reduce unnecessary out-of-area shipments by DL4 
depots and set a specific timetable to carry out the plan. To 
improve timely processing of requisitions for medical items, 
the Secretary should direct the military departments to 
reconsider the need for sequential edits of such requisitions 
being sent to the Defense Personnel Support Center. Fur- 
ther, the Director, DLA, should increase current efforts to 
improve timeliness of service by carrying out interim 
changes now, even where changes to the automated sys- 
tem are planned for the future. The Secretary should direct 
Defense Retail Interservice Program managers to prepare 
implementation plans to consolidate medical supply sup- 
port in Japan, Korea, and Hawaii. Where the plans show op- 
portunities to reduce medical support costs and to increase 
supply effectiveness, the Secretary should direct the military 
services to consolidate these functions. 

Agency Comments/Action 

DOD deferred the suggested inventory reductions pending 
the results of a retention and disposal study. Although offi- 
cials believe a uniform numbering system and DOD-wide 
catalog may be too expensive, they agreed to take a closer 
look at the possibility of implementing the recommenda- 
tion. DOD will analyze out of area medical shipments to 
determine the savings possible. The Army and the Navy 
have agreed to end their practice of sequentially editing 
overseas requisitions. DOD officials agreed that the recom- 
mended consolidations have potential, but disagreed on 
immediate implementation plans, because they wish to 
complete and consider feasibility studies first. 

Appropriations 

Operation and maintenance - All military services 

Appropriations Committee Issues 

Management of Defense medical supply distribution can be 
improved through better control over the diverse systems 
used within DOD, and through consolidation of some of the 
organizations. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Centralized Ammunition Management-A Goal Not Yet Achieved 
(LCDBO-I, 11-26-79) 

Departments of Defense, the Army, the Air Force, and the Navy, and Office of Management and Budget 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

To streamline conventional ammunition management, the 
Department of Defense (DOD) designated the Secretary of 
the Army as single manager. GAO examined records and 
interviewed officials involved in ammunition management 
at various military locations to determine the managerial 
and organizational changes needed to enhance further im- 
plementation of the single manager concept. 
FindlngsiConcluslons: If the Secretary of the Army had 
more control and a stronger position, millions of dollars 
could be saved and a system capable of providing the in- 
tensive management essential during a war would result. 
Currently, control over ammunition management is frag- 
mented between the single manager and the services. At- 
tempts to eliminate this fragmentation have encountered 
stiff resistance from the services. In addition to more con- 
trol, the single manager’s position needs to be 
strengthened. Joint service participation needs to be in- 
creased, communication channels need improvement, and 
the organization needs to be elevated with its responsibility 
limited to ammunition. The matter of funding single 
manager programs must also be resolved. 
Recommendations: To provide the single manager more 
control over management, the Secretary of Defense should: 
assign all conventional ammunition items to the single 
manager: make the single manager responsible for procur- 
ing and/or producing all conventional ammunition items 
which have passed from research and development into 
production, regardless of the production quantity; make the 
single manager responsible for establishing, modifying, 
maintaining, modernizing, and disposing of all conventional 
ammunition production capacity, including initial produc- 
tion facilities; require the services to transfer all funds ap- 
propriated for ammunition procurement to the single 
manager upon receipt from the Office of the Secretary of 
Defense; authorize the single manager to review and ap- 
prove the services’ 5-year defense programs to acheive pro- 
curement economies and optimum use of the ammunition 

80 

production base; require the single manager to review and 
approve all funding requests for enhancing ammunition 
production facilities retained by the services; assign respon- 
sibility to the single manager for operating a single national 
inventory control point and a national maintenance point to 
provide DOD-wide integrated inventory and maintenance 
management; designate the single manager as owner of 
the ammunition in the wholesale inventory; require the sin- 
gle manager to apply the principles of vertical stock 
management for inventory management; and direct the 
Secretary of the Army to assign the project manager for 
production base modernization and expansion to the single 
manager, after the single manager’s organization is 
strengthened. To strengthen the single manager organiza- 
tion, the Secretary of Defense should direct the Secretary of 
the Army to establish a Department of the Army level activi- 
ty to manage ammunition. The Secretary of Defense should 
also provide the Army with sufficient funds to cover the ad- 
ditional costs in carrying out the single manager functions. 

Agency Comments/Action 

DOD officials stated that considerable agreement with the 
GAO recommendations has been achieved, but a uniform 
position has not been reached by DOD. 

Approprlations 

Procurement - Department of Defense, Army 
Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

The House Committee on Appropriations discussed this is- 
sue in its hearings on DOD appropriations for 1980. In its 
report, the Committee expressed the desire that the single 
manager for conventional ammunition concept succeed. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

DOD Automated Materials Handling Systems--Need lo Standardize and Follow GSA AWE Approval Process 
(LCD-80-49, 4-24-80) 

Departments of Defense, the Army, the Air Force, and the Navy, General Services Administration, and Defense Logistics 
Agency 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: P.L. 89-306. 
Improvements are needed in the Department of Defense’s 
(DOD) acquisition and management of automated materi- 
als handling systems for its supply distribution depots. DOD 
activities are procuring and planning to procure automated 
systems without adequately exploring the potential for stan- 
dardizing the software used in these systems. Duplication of 
software is costly in both in terms of initial investment and 
in continuing costs of maintaining a variety of unique sys- 
tems. 
Findings/Conclusions: Congress has directed DOD to elim- 
inate overlapping and duplicating functfons whenever and 
wherever possible, particularfy in the areas of supply and 
automated data processing, DOD activities continue to buy 
computers as components of automated materials han- 
dling systems without complying with the General Services 
Administration’s (GSA) approval process. Several million 
dollars could be saved by standardizing software. DOD took 
a first step toward standardization in a 1978 task order 
which established a program to develop and maintain a 
standard warehousing and shipping automated system for 
its distribution depots. This standard system would auto- 
mate certain functions that take place in the depots but 
would not control materials handling equipment. GAO be- 
lieves that including the automated materials handling sys- 
tems in the standard system, thereby making them subject 
to the review and approval process described in the task or- 
der, would be one way of achieving the desired standardiza- 
tion. 

Recommendations: The Secretary of Defense should in- 
struct activities that general purpose computers acquired as 
integral components of automated materials systems must 
be procured in accordance with the GSA approval process 
established under P.L. 89-306. Also, he should modify the 
1978 task order to specificalfy include automated materials 
handling systems at supply distribution depots as part of the 
DOD standard warehousing and shipping automated sys- 
tem, or require that all such systems not under contract be 
submitted to one central DOD focal point for review and ap- 
proval to assure that maximum standardization of the sys- 
tems’ software is achieved. 

Agency Comments/Action 

DOD has agreed to implement the recommendations con- 
tained in the GAO report. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force, De- 
fense Logistics Agency 

Appropriations Committee Issues 

Failure to standardize software used in DOD Supply Depot 
Automated Materials Handling Systems can cause exces- 
sive defense costs. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

DOD Can Save Millions of Dollars by improving the Management of Air Force Inventories 
(LCD-80-6, 10-25-79) 

Departments of Defense and the Air Force, and General Services Administration 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Legislative Reorganization Act of 1970. A.F.R. 67-87. 

An examination was made of the policies, procedures, and 
practices of the Department of Defense and the Air Force 
for identification and cancellation of excess stocks due-in. 
and for making small dollar issues from depot stocks. The 
examination took place at Headquarters, Air Force Logistics 
Command, and at two air logistics centers. 
Findings/Conclusions: The Air Force can reduce invest- 
ments in inventories by tens of millions of dollars annually 
by improving its system for controlling stock excesses and 
by placing greater management emphasis on the need for 
timely cancellation or deferral of procurements for items in 
excess of normal system requirements. Air Force depots 
filled many individual requisitions for low-value amounts. 
which were repetitive, and incurred processing costs which 
exceeded their sales value. The large volume of these issues 
made yearly by Air Force depots could be substantially re- 
duced and significant savings in warehouse handling costs 
could be realized by establishing more economical units of 
issue. 
Recommendations: The Secretary of Defense should direct 
the Air Force to eliminate permissive overstockage from its 
computations of excess stocks on order, revise computer 
programs so that duplicate requirements are not included 
in the buy computations, and provide for more timely iden- 
tification and effective cancellation of excess on-order 
stocks. The identification and cancellation of the stocks 
could be done by: (1) improving the timeliness of the no- 
tices of quantities on order exceeding requirement objec- 
tives: (2) placing greater emphasis on the need for canceila- 
tion of procurements in excess supply; (3) systematically 
monitoring and measuring item managers’ performance in 
canceling excess on-order stock; and (4) requiring that air 
logistics centers submit to the Air Force Logistics Com- 
mand a report showing quarterly average overstock and the 
average value of overstock canceled along with their annual 
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report for stock fund apportionment of obligation authority. 
The Secretary should also direct the Air Force to fill war 
readiness and foreign sales requirements from available 
stocks to the maximum extent practicable. In addition, the 
Secretary should, in coordination with the Administrator of 
General Services, revise the unit of issue of low-cost items 
to: (1) increase the unit of issue quantities in the supply cat- 
alog to minimum standard packs, wherever feasible; (2) re- 
quire that unit pack quantities be determined in accordance 
with prescribed standards: and (3) emphasize the need to 
establish more economical units of issue when new items 
are entered in the supply system. 

Agency Comments/Action 

DOD concurred with part of the recommendations and ini- 
tiated corrective action. DOD did not fully concur with the 
recommendation that the Air Force eliminate its permissive 
overstockage policy. DOD stated that an additional level is 
justified in order to avoid a repetitive series of procurement 
and cutback actions caused by fluctuations in demand. 
DOD agreed, however, that there is no specific justification 
for the 6-month level used by the Air Force, and directed it 
to review the procedures of the other services as an initial 
step in implementing a more justifiable approach for han- 
dling procurement cutbacks. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee issues 

Improved supply management practices can reduce invest- 
ments in inventories of supplies and spare parts. 



DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Regulaiions on War Reserve Material Not Followed 
(1.c#9-80-40, ?-2&W) 

Departments of Defense and the Army 

Budaet Function: National Defense: Deoartment of Defense - Military (except procurement and contracts) (0051) 
Legikve Authority: A.R. 710-l. DARdOM Reg. 7 10-3. 

Various Defense, Army, and command regulations author- 
ize the use of war reserve assets to satisfy urgent peacetime 
operating requirements providing such use is for high- 
priority requirements. GAO studied use of the secondary 
war reserve material at the Army Troop Support and Avia- 
tion Materiel Readiness Command (TSARCOM). 
Findings/Conclusions: GAO identified three areas where re- 
gulations were not followed. About 25 percent of the re- 
quisitions filled with war reserve assets were for low-priority. 
peacetime requirements. War reserve stocks used to fill 
peacetime requisitions were not always replaced in a timely 
manner. it took an average of at least 167 days to replace 
the stock, well over the Army’s goal of 120 days. The 
peacetime operating funds saved by using war reserve as- 
sets were not ahvays reinvested in war reserve requirements. 
As a result, war reserve stock was used to supplement 
TSARCOM peacetime obligational authority. The manual 
blotter records which were to be used to record funds con- 
served by using war reserve assets were not property main- 
tained. GAO felt that the weaknesses identified in its study 
demonstrated the need to strengthen management con- 
trols. TSARCOM officials initiated corrective actions, but 
GAO was concerned that the problems might recur since 
there was no ready means of monitoring war reserve use on 
a continuing basis. 
Recommendations: The Commanding General of the Army 
Materiel Development and Readiness Command (DAR- 

COM) should: (1) require TSARCOM to either continue to 
prepare war reserve utilization reports or adopt alternative 
measures which will ensure that the weaknesses have been 
corrected; (2) bring the GAO findings to the attention of the 
other DARCOM commodity commands and have them 
determine if similar problems exist; and (3) continually 
monitor the use of war reserve assets at ail commodity 
commands to ensure that such usage is only for urgent re- 
quirements and is stringently contioiied. 

Agency Comments/Action 

The Army concurred with the recommendations. It will (1) 
prepare war reserve utilization reports, (2) bring the report’s 
findings to the attention of ail commodity commands, and 
(3) monitor the use of war reserve assets on a recurring 
basis. 

Appropriations 

Operation and maintenance - Army 

Appropriations Committee Issues 

Regulations on war reserve material are not followed in US- 

ing the material to sati+ peacetime operating require- 
ments. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Replacement and Usage Plans for Switching Locomotives Should Be Reevaluated 
(LCD-80-58, j-12-80) 
Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

Various Department of Defense (DOD) components own, 
operate, and manage 431 switching locomotives at 139 lo- 
cations. The locomotives are at bases, depots, and 
contractor’s plants to move material within the installations 
or between the interchange tracks of commercial carriers. 
The locomotives, manufactured by 13 different manufac- 
turers during World War II and the Korean conflict, include 
10 sizes ranging from 44 tons to 120 tons. Annual operat- 

ing costs and track maintenance costs have been estimated 
at over $30 million for all locations. In its study of the 
management of these locomotives, GAO visited 27 installa- 
tions where a total of 73 locomotives were located. 
Flndings/Concluslons: Despite the fact that retention of the 
locomotives at many installations could not be justified, 
some military services are planning to replace or overhaul 
many of them. This situation has resulted from weaknesses 
in management related to the lack of (1) usage and re- 
placement criteria, (2) asset visibility, and (3) central direc- 
tion and control. The military services’ own studies have 
also questioned the need for many of the locomotives. The 
millions of dollars spent each year to operate the locomo- 
tives and the high cost of purchasing new locomotives or 
remanufacturing existing ones make it imperative that 
management be improved. 
Recommendations: The Secretary of DOD should (1) issue 
a DOD instruction setting standards against which to meas- 
ure actual usage of, and criteria for, deciding to replace 
locomotives; (2) have the services give each inventory 

manager decisionmaking authority; (3) assign the manager 
the responsibility for maintaining indepth knowledge about 
all the locomotives, determining overall locomotive needs, 
developing replacement plans, questioning retention of un- 
derused locomotives, and directing redistribution to loca- 
tions needing locomotives; (3) establish a system for report- 
ing usage to the inventory managers; (4) discontinue rail 
operations at locations where usage is low and where more 
economical alternatives, such as trucks, can satisfy operat- 
ing needs; (5) designate one of the inventory managers as 
the DOD focal point for locomotives; and (6) develop a 
DOD-wide replacement plan. 

Agency Comments/Action 

Official agency comments had not been received as of the 
date that this report was prepared. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Procurement - Army, Navy, Air Force 

Appropriations Committee Issues 

Retention of locomotives at many installations cannot be 
justified on the basis of usage. Better management skills 
could avoid unnecessary expenditures for operating the 
locomotives or replacing or overhauling them. 



DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Material Handling Equipment-4 Weak Link in the Defense Logistics Chain 
(LCD-79-212, S-10-79) 

Departments of the Army and the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

Although material handling equipment is vital to moving 
cargo efficiently, it has apparently remained low on the De- 
partment of Defense’s (DOD) list of priorities when compet- 
ing for resources. This is evidenced by the fact that the ma- 
terial handling equipment fleet has not kept pace with the 
shift from break-bulk to containerized shipping practices, 
and problems identified years ago still have not been 
resolved. 
Findings/Conclusions: Much of the material handling 
equipment used overseas is old and will soon exceed its life 
expectancy, if it has not already. Maintenance of material 
handling equipment has been adversely affected because 
of its age and lengthy delays in obtaining repair parts. There 
are shortages of material handling equipment needed to ef- 
ficiently handle and process cargo shipments. In terms of 
efficiency, material handling equipment used overseas is 
marginally adequate for peacetime operations. More impor- 
tantly, problems with material handling equipment could 
result in units being unable to meet surge requirements of a 
wartime contingency. 
Recommendations: The Secretary of Defense should estab- 
lish a realistic and timely schedule for: replacing the over- 
aged and hard-to-maintain equipment; acquiring new and 
specialized items, including support equipment, needed to 
efficiently handle containers and containerized cargo; and 
adding needed items to claimant stocks and war reserves. 
The Secretary should also make sure that material handling 
equipment needs get the priority they deserve in competing 
for funds, and he should direct the services to survey their 
material handling operations to ensure that: equipment 
operators properly maintain their equipment, docking facili- 
ties are capable of receiving containerized shipments of 
supplies, containers are loaded so that they can be easily 
emptied, and parts needed to repair equipment are provid- 
ed in a timely manner. 

Agency Comments/Action 

Although no one took exception to the findings, both Army 
and Air Force representatives were quick to point out that 
actions have been taken, or are planned, to correct many of 

the material handling equipment problems highlighted in 
the report. Regarding the recommendation that material 
handling equipment needs receive a higher funding priority, 
Army and Air Force officials stated that current budget 
plans are giving material handling equipment one of the 
highest priorities it has received in several years. Air Force 
representatives stated that they have a 5-year/s240 million 
program planned for material handling equipment procure- 
ment. They stated further, however, that procurements to 
increase war reserve assets in Europe are being postponed 
Rending negotiations with foreign countries for host nation 
support. They stated that Pacific theatre war stocks are now 
at authorized levels. Concerning solutions to the material 
handling equipment repair parts problems, Air Force 
representatives said they were planning to purchase some 
material handling equipment from the country where it 
would be used; i.e., German-made forklifts for use in Ger- 
many. They said this would help eliminate the long supply 
pipeline from the continental United States. The Army rep- 
resentative said that the Army was also planning to explore 
the procurement of foreign-made material handling equip- 
ment items. In addition, an effort is underway to stock more 
repair parts in the theatre for American-made equipment. 
DOD concurred with the recommendations and has taken 
the following action: the Army’s fiscal year 1980 through fis- 
cal year 1985 program calls for procurement of $143.5 mil- 
lion worth of material handling equipment; and the Air 
Force budget contains over $3.1 million for the procure- 
ment of new MHE. 

Appropriations 

Operation and maintenance - Army, Air Force 

Appropriations Committee Issues 

Appropriations required for operation and maintenance and 
equipment procurement should be reviewed to determine if 
the Department of Defense is adequately addressing the 
recommendations made by GAO. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Millions of Dollars Can Be Saved by Storing Air Force Inventories Nearer the User and Improving Distribution 
Practices 
(LCD-80-105, 8-22-80) 
Department of the Air Force 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: A.F. Manual 67-l. A.F. Logistics Command Reg. 500-35. 

The Air Force Logistics Command (AFLC) has not posi- 
tioned its spare parts inventories at the air logistics centers 
which could best serve customers while still minimizing dis- 
tribution cost. Most of this inventory is first stored at an air 
logistics center with item management responsibility and 
then shipped long distances to using activities located at or 
near other air logistics centers. The Air Force can save mo- 
ney on inventory investment costs and in handling, trans- 
portation, and inventory holding costs by storing spare parts 
at the air logistics center located nearest the ultimate user. 
More can be saved by eliminating reshipments of reparable 
items to repair centers. 
Findings/Conclusions: Air Force Logistics Command man- 
agers already have data at hand to aid in correcting the 
problems which GAO noted. The key is management em- 
phasis to assure continual attention to the problems of posi- 
tioning and routing. Positioning all stocks at the center 
nearest the customer may not be practical because of vary- 
ing use rates, and increased transportation and handling 
costs when prorating some shipments. However, future in- 
vestments in inventory can be substantially reduced and 
supply responsiveness improved by better positioning of 
stocks. Misrouting the shipment of items needing repair 
results equally from the lack of instructions and from lack of 
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compliance where instructions are provided. 
Recommendations: The Commander of the Air Force 
Logistics Command should stress the importance of proper 
positioning of spare parts and monitor air logistics center 
progress in implementing the latest regulations. He should 
increase efforts to insure that users are provided accurate 
shipping instructions, establish procedures for isolating 
misrouted items so the items can be quickly identified and 
resolved, and issue shipping instructions to users who do 
not have them. 

Agency Comments/Action 

No formal offical comments had been received as of the 
date that this report was prepared. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

Better placement and routing of supplies can significantly 
reduce inventory cost and the cost of storing, handling, and 
transporting. 



DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Navy Material Handling Equipment Costs Can Be Reduced 
(LCD-80-31, l-30-80) 

Departments of Defense and the Navy, and Defense Logistics Agency 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Legislative Reorganization Act of 1970 

The Navy has long recognized that material handling equip- 
ment (MHE) can increase productivity in operations involv- 
ing the physical handling of materials. However, because of 
the high initial investment costs for MHE, as well as repair 
and maintenance costs, activities should acquire and main- 
tain only that equipment which is actually needed. 
Findings/Conclusions: Underutilization of, and excessive al- 
lowances for, MHE appear to be widespread throughout the 
Navy. The basic causes of the excessive MHE are: al- 
lowances for MHE have not been updated to reflect current 
requirements, identified excess MHE has not been disposed 
of or redistributed, and recommendations made by internal 
auditors to improve MHE utilization and management have 
not been carried out. At the five Navy activities reviewed, it 
was estimated that elimination of unneeded MHE, establish- 
ment of reasonable equipment allowances, and efficient 
use of needed equipment would save $5.3 million in future 
replacement costs and would substantially reduce annual 
maintenance and repair costs. Many Navy installations have 
excessive quantities of MHE onhand, and as a result: much 
of the MHE is greatly underused, almost all MHE qualifies 
for disposal based on age before it has provided the 
amount of service anticipated when it was bought. Navy ac- 
tivities are incurring millions of dollars to replace and repair 
unneeded MHE, and imbalances exist in the distribution of 
MHE among Navy activities with some having excess MHE 
while others need identical equipment. 
Recommendations: The Secretary of Defense should em- 
phasize the need for maximum utilization of MHE and direct 
the Navy to: (1) establish realistic usage standards for MHE 
and, on the basis of these standards, update authorized 
MHE allowances; (2) redistribute within the Navy, or transfer 

to the Defense Property Disposal Service for reutilization 
screening or disposal, all equipment that exceeds the up- 
dated MHE allowances: (3) require commanders of all ac- 
tivities which are authorized MHE to make one component 
of their activities responsible for control of all MHE and for 
its efficient use; and (4) establish controls at a high enough 
management level to ensure all recommendations made by 
the Naval Audit Service and concurred in by the affected ac- 
tivities are promptly and effectively carried out. The Secre- 
tary should direct the Navy to report to him on the imple- 
mentation of these recommendations. The report should 
include, according to activity and type of equipment, the 
quantities and dollar value of MHE: (I ) authorized under al- 
lowances, (2) onhand, (3) under or over allowances, (4) 
redistributed within the Navy, and (5) transferred to the De- 
fense Property Disposal Service. The Navy should also be 
directed to base its 1982 and future years’ budget requests 
for funds to purchase or lease MHE on updated allowances 
that represent actual need.. 

Agency Comments/Action 

Department of Defense and Navy officials have agreed to 
implement the recommendations in the GAO report. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 
Determination of realistic requirements for Navy materials 
handling equipment and redistribution of unneeded equip- 
ment can reduce Defense procurement and repair costs. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPLY MANAGEMENT 

Opportunities To Improve the Navy’s Retrograde Materials Program 
(LCD-80-99. 8-14-80) 

Department of tha Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Leglslatke Authority: NAVAVNLOGEN 4400.1. 

A review was undertaken of the Navy’s retrograde distribu- 
tion program. Specifically, GAO evaluated the retrograde of 
reparable items to determine if components were being re- 
turned by the most economical mode of transportation and 
if these components were being repaired in a timely 
manner. 
FlndingslConclusions: In its review, GAO found that the Na- 
val Air Forces, U.S. Atlantic Fleet, had not reported about 
$44 million of excess reparable and consumable material to 

the Aviation Suppty Office. the cognizant inventory manager 
for these items. Additionally, GAO found that: (1) a lack of 
discipline on the part of item managers in the Aviation Sup- 
ply Office to follow established policies and procedures 
contributed to the backlog of items awaiting repair parts; (2) 
about $2 million of the combined $17 million in inventory 
carried in Naval Industrial Fund Inventory Record store ac- 
counts, which provide support to the repair shops, has not 
been reported for disposition even though it is classified as 
excess; (3) identical items were stocked in several stores; 
(4) some stores were exceeding their authorized stock lev- 
els and storing stocks which were not authorized; (5) unau- 
thorized supplies held by some stores were needed and 
on-order at stores authorized to carry the items; (6) 
management reports of the total time needed to repair an 
item did not include time awaiting parts for that item which 
exceeded 30 days; and (7) the computer system at the Avia- 
tion Supply Office could not match the various segments of 
data received to arrive at a breakdown for total repair cycle 
time. 
Aecommendatlons: The Chief of Naval Operations should 
direct the Commander in Chief, Atlantic Fleet, to issue guid- 

ante and procedures to ensure that excess aviation materi- 
als are reported to national inventory managers for Navy- 
wide redistribution and use. Additionally, the Chief of Naval 
Operations should direct the Commander, Naval Materiel 
Command to take action to: (1) reduce the backlog of 
items awaiting repair parts at the rework facility in Norfolk; 
(2) improve the management of the Navy industrial fund 
stores inventories; and (3) assure that accurate repair cycle 
time is reported to item managers in the Aviation Supply 
Office and to the Naval Air Logistics Center. Further, the 
Chief of Naval Operations should check to see if similar 
problems exist at the other Naval Air Rework Facilities and 
Fleet Commands. 

Agency Comments/Action 

The Naval Air Forces, U.S. Akantic Fleet, reported its excess 
reparable and consumable items to the national inventory 
manager. No offical comments as of September 22, 1980. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 

Although unneeded reparable items have been reported as 
excess, preventing recurrence of that and other problems 
cited in the report requires system changes and continuous 
management attention. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPORT FUNCTIONS 

Consolidating Military Base Support Services Could Save Billions 
(LCD-80-92, -9-5-80) - 

Department of Defense 

Budget Function: National Defense: Department of Defense 

Military base support services, such as payroll and adminis- 
trative activities, base supply and transportation, mainte- 
nance and construction of buildings and roads, trash and 
sewage disposal, and personnel management, cost the De- 
partment of Defense (DOD) about 10 percent of the total 
Defense budget in fiscal year 1978. Studies have shown 
that the elimination of duplicate base support sewices 
through consolidation can achieve large savings without 
impairing mission effectiveness. In order to reduce costs, 
DOD established the following programs: (I) the Defense 
Retail lntersetvicing Support (DRIS) program: (2) the mili- 
tary services’ programs to consolidate support services 
within each service; and (3) Commercial and Industrial- 
Type Activities, a program to contract for support services 
from private industry. 
FlndlngslConclusions: Progress in the reduction of costs 
has been constrained because DOD is reluctant to force 
consolidations on the military services and because military 
personnel are reluctant to let someone else provide their 
base support services. Strong top-level leadership is needed 
to ensure that local interests will not be allowed to frustrate 
proposed consolidations and to convince the military serv- 
ices that consolidations can improve efficiency. In addition, 
the following problems need management attention: ( 1) the 
three programs sometimes nullify each other because they 
are managed separately; (2) DOD has not set specific cost 
reduction goals; (3) the DRIS program does not have suffi- 
cient staff resources; (4) the DRIS program’s data bank 
does not provide the visibility needed to ensure that the 
most productive areas for reducing costs are studied: and 
(5) the services’ intraservice support programs do not sys- 
tematically assess the potential for consolidation savings 
and do not maintain data on their successes or failures. The 
DRIS program is a logical organizational framework to pro- 
vide DOD visibility over the full range of cost reduction op- 
portunities and to coordinate all cost reduction efforts. To 

Military (except procurement and contracts) (005 1) 

improve coordination, a single manager for military base 
support could be established. 
Recommendstlons: The Secretary of Defense should 
strongly endorse a coordinated DOD-wide effort to elim- 
inate unnecessary duplication of base support services 
whenever mission effectiveness will not be impaired. Specif- 
ically, the Secretary should: (1) establish a focal point, 
preferably the DRIS program, to coordinate the interservic- 
ing, intraseticing, and contracting out of base support, as 
well as to guide and monitor DOD-wide efforts; (2) set 
specific yearly cost reduction goals for each military service 
and require each service to set a goal for its subordinate 
commands; (3) reduce base support funds for components 
that consistently fail to reach the above-mentioned goals; 
and (4) assign additional full-time staffing to the Joint Inter- 
service Resource Study Groups. In addition, the Secretary 
should broaden the scope of the DRIS program’s data bank 
to include: an inventory of the base support services each 
installation provides by functions and organizations; data on 
the cost and number of personnel at the supervisory, ad- 
ministrative, and worker levels involved with each of the 
support services by installation; and geographical data 
showing the relative distances between installations. Finally, 
the Secretary should direct the military services to clearly 
state their objectives of reducing costs through interservice 
support and maintain cost data on the success or failure of 
intraservice consolidations. 

Appropriations 

Operation and maintenance - Department of Defense 

Appropriations Committee Issues 

Billions could be saved through consolidating military base 
support functions. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPORT FUNCTIONS 

filmhating Marine Corps Logistics Overlap Saves Millions; Further Savings Possible 
(LCD-80-74. h-30-80) 

Departments of Defense, the Army, and the Navy, and U.S. Marine Corps, Defense Logistics Agency, and General Services 
Administration 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Legislative Reorganization Act of 1970. 

in 1975, GAO reported that the Marine Corps’ logistics sys- 
tem either duplicated or performed certain logistics func- 
tions similar to those being carried out by other Department 
of Defense (DOD) activities. Substantial reductions in the 
Marine Corps’ logistics system were possible through 
greater reliance on other DOD logistics activities and the 
General Services Administration (GSA). GAO recommend- 
ed that the Secretary of Defense require that the Marine 
Corps operating forces receive supply support from other 
DOD-integrated managers and GSA, ammunition be sub- 
ject to DOD-wide management, equipment be overhauled 
by the cognizant military service, war reserve materiel be 
stored by appropriate DOD activities, and all principle items 
of equipment be purchased and provisioned by the military 
service which uses the items the most. In response to these 
recommendations, the Marine Corps eliminated some of 
the logistics overlap by discontinuing duplicate manage- 
ment of many items and no longer stocking them in whoie- 
sale quantities for peacetime use. It has also closed two 
small storage activities. DOD has designated the Secretary 
of the Army as single logistics manager for all conventional 
ammunition and transferred a small workload of Marine 
Corps equipment to other services for depot maintenance. 
These changes have saved an estimated $65 million, and 
recurring savings are estimated at $2.9 million annually. 
Findings/Conclusions: GAO found that other needed 
changes they had suggested have not been made. GAO be- 
lieves the Defense Logistics Agency could provide supply 
support for the 34,000 consumable items still managed by 
the Marine Corps for about $7.5 million less and provide 
better support. Other services could provide support for a- 
bout 800 remaining items requiring active management. 
Duplication in maintenance effort and facilities could be re- 
duced by scheduling selected items of equipment into 
depots which could do the most cost-effective overhaul 
work on combined service requirements, and other services 
could purchase and provision more of the Marine Corps’ 
equipment at lower costs. Reductions in warehouse storage 
operations are possible through shifting consumable item 
stocks to Defense Logistics Agency depots and war reserve 
stocks to appropriate integrated manager depots. These 
changes have not been made because of Marine Corps 
concern that the changes would affect its ability to perform 
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its mission. However, past experience shows that other 
services can provide service equal to or better than the Ma- 
rine Corps now gets in house. 
Recommendations: Unless the Marine Corps can demon- 
strate that its mission will be adversely affected, the Secre- 
tary of Defense should require these additional changes to 
further reduce Marine Corps logistics activities: (1) transfer 
consumable item management to the Defense Logistics 
Agency and management of the remaining supply support 
items to others who are responsible for similar items; (2) 
reduce duplication of maintenance effort and facilities by 
shifting selected items of equipment into service depots 
which can do the most cost-effective overhaul work on 
combined service requirements considering all significant 
elements of cost (if it is necessary to retain technical com- 
petence in support of readiness, Marine Corps personnel 
can assist with work in other service maintenance depots); 
(3) store war reserve materiel at appropriate integrated 
managers’ depots and consumable items at Defense Logis- 
tics Agency warehouses; and (4) transfer procurement and 
provisioning of Marine Corps principal equipment items to 
other services if consumables are transferred to the De- 
fense Logistics Agency. 

Agency Comments/Action 

DOD stated that it is nearing a decision on the entire aspect 
of consumable item management for all the militaty serv- 
ices and that it will consider all four GAO recommendations 
in light of that decision. 

Appropriations 

Operation and maintenance - Army, Navy 

Appropriations Committee Issues 

GAO believes the Defense Logistics Agency could provide 
supply support for the 34,000 consumable items still 
managed by the Marine Corps for about $7.5 million less 
and provide better support. Further, other services could 
provide support for about 800 remaining items requiring 
active management. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPORT FUNCTIONS 

F-76 Integrated Logistics Support: Still Time To Consider Economical Alternatives 
(LC’D-X0-89. 8-20-80) 

Departments of Defense and the Air Force 

Budget Function: National Defense: Weapons Systems (0057) 

The F- 16 aircraft is being developed in a cooperative under- 
taking between the United States and four European North 
Atlantic Treaty Organization countries. The current pro- 
gram provides for coproduction of 1,113 aircraft. An in- 
tegrated logistics support (ILS) plan was developed to coor- 
dinate and control the logistics tasks necessary to support 
the aircraft, but the plan has had little influence on subsys- 
tem selections and support because: ( 1) the F-16 was a 
prototype program and integrated logistics support was not 
included in the prototype contract; and (2) the first ILS plan 
was not final until 10 months after the aircraft entered full- 
scale development. 
FindingsiConcluslons: GAO found that the Air Force could 
save $56 million in avionics equipment by centralizing inter- 
mediate maintenance in Europe and the United States. 
Centralization would also reduce requirements for person- 
nel. equipment, and facilities. A Memorandum of Under- 
standing (MU) with the European participating govern- 
ments (EPC) commits the United States to having Euro- 
peans do depot repair for the F-16 aircraft in Europe. The 
Air Force provides a 10 percent backup aircraft inventory 
for depot maintenance and modification. However, GAO 
questions the need for this number of backup aircraft be- 
cause the F-16 was designed to eliminate planned depot 
maintenance and overhaul. Reducing the inventory could 
save up to s 1.4 billion. Although the Air Force researched 
the benefits of simulation over conventional hardware be- 
fore deciding to buy the simulated aircraft maintenance 
trainer (SAMT), it did not adequately consider training alter- 
natives in the event the delivery of the simulator was de- 
layed. Portions of the pilot training equipment of the F-16 
are still being developed, and as a result, the Air Force 
planners did not know exactly how often these trainers 
would be used. Many F-16 technical orders, which explain 
how to install, operate, and repair aircraft and related equip- 
ment before the maintenance work can be done, were not 
usable. The F-16 ILS plan did not include the time needed 
to design and fabricate mobile shelters to deploy avionics 
test equipment and had not been updated to show the new 
leadtimes needed. 
Recommendations: The Secretary of Defense should direct 
the Air Force to: ( 1) centralize F-l 6 intermediate mainte- 
nance; (2) accelerate negotiations with the EPG’s to deter- 
mine if and how much U.S. depot repair will be done in Eu- 
rope to meet the MU commitments; (3) reexamine the po- 
tential value, volume, and availability of EPG depot support 

before purchasing additional test equipment; (4) reexamine 
the need for backup aircraft inventory; (5) promptly resolve 
the operational uncertainties of the SAMT program; (6) pro- 
vide contingency plans in case delivery of the SAMT is de- 
layed further; (7) assess the cost/benefit of buying a weapon 
system trainer for every F-16 base; (8) provide sufficient 
resources to the validation and verification of technicai or- 
ders to eliminate problems created by lateness and poor 
quality; (9) improve current systems of quality assurance by 
requiring more frequent comprehensive inspections and 
in-process reviews before delivering technical orders to the 
Air Force for verification; (10) establish a timetable for F- 
16’s to get war readiness spares into the system for deploy- 
ment; (11) accelerate completion of the mobile shelters as 
necessary to ensure protection of maintenance equipment 
when the F-16’s are deployed; and (12) update the ILS plan 
to reorganize leadtimes required to ensure availability of fa- 
cilities to support aircraft. 

Agency Comments/Action 

DOD disagreed with the recommendations that the Air 
Force (1) centralize F-16 intermediate maintenance; (2) 
reexamine the need for backup aircraft inventory; (3) assess 
the cost/benefit of buying a weapon system trainer for every 
F-16 base; and (4) establish a timetable for F-16’s to get 
war readiness spares into the system for deployment. DOD 
made no specific comments on the other recommenda- 
tions other than to say that the Air Force previously has 
identified the F-16 logistics areas discussed as requiring 
management attention. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

The Committees should consider: (1) possible reduction in 
the number of weapon system trainers needed--unit cost of 
$65 million; (2) potential for savings in facilities if intermedi- 
ate repair is centralized--s5.3 million savings if only three 
aircraft wings are consolidated: (3) questionable need for a 
1 O-percent backup aircraft inventory amounting to 110 F- 
16’s--savings could be as much as $1.4 billion: and (4) po- 

tential for saving $56 million in avionics equipment if inter- 
mediate maintenance is centralized. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPORT FUNCTIONS 

lnformatlon on Military, Civilian, and Contract Emp/oyees Who Provide Physical Security at Military installations 
(LCD-80-112, 9-30-80) 

Department of Defense 

Budget Funcllon: National Defense: Department of Defense 
Legislative Author@: OMB Circular A-76. 

GAO was requested to review 10 questions relating to mili- 
tary, civilian, and contract employees who provide physical 
security at military facilities. The questions were as follows: 
(I) what criteria are used to determine the personnel re- 
quirements for the physical security at military facilities; (2) 
what criteria are used to determine whether security should 
be provided by military or nonmilitary personnel; (3) can ad- 
ditional security requirements be assumed by nonmilitary 
personnel, thus freeing military personnel; (4) how many 
staff-years of physical security are provided by military per- 
sonnel in the Department of Defense (DOD); (5) how many 
staff-years of physical security are provided by civilian 
Federal employees; (6) how many staff-years of physical 
security are provided by contract employees; (7) how do the 
three methods of delivery vary in terms of quality of service, 
training for employees, and accountability; (8) are cost 
comparisons consistently performed to justify the choice 
for the method of delivery; (9) how does the contracting of 
nonsecuriv functions on facilities affect security; and (10) is 
security coverage a line item in the budget and/or appropri- 
ation for DOD or other agencies. 
FlndingsXonclusions: GAO found the answers to the fore- 
going questions as follows: (1) there were no clear-cut cri- 
teria for determining security personnel requirements for 
military facilities; (2) the policy of DOD requires military 
people to protect nuclear assets, however, the Government 
now requires case-by-case determinations of whether guard 
and protective services will be provided by military, civil 

92 

Military (except procurement and contracts) (0051) 

service, or contract; (3) many similar security functions are 
performed by different types of people which include the 
military, civil service, and contractors; (4) the total author- 
ized position understates the number of military people in- 
volved in security because many military people perform 
security functions on a part-time basis; (5) there are 2,600 
civilian staff-years authorized ior security duties at Army and 
Air Force facilities; (6) the information could not be deter- 
mined because the contractor estimates and provides its 
own personnel; (7) the quality, training, and accountability 
varied at the different military facilities; (8) cost compari- 
sons are not required to justify the choice for the method of 
delivery; (9) there were no problems in contracting for non- 
security functions that would adverseb affect facility securi- 
ty; and (10) under current budget and appropriation 
processes, security coverage is not a separate line item for 
DOD or any of the services. 

Appropriations 

Operation and maintenance - Department of Defense 

Appropriations Committee Issues 

The Committees should require that cost comparisons are 
required to justify the choice of the method of delivery. The 
use of military instead of civilian or contractor personnel 
has staffing and budgetary implications. 
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DEPARTMENT OF DEFENSE - MIUTARY 

SUPPORT FUNCTIONS 

Operational and Support Costs of the Navy’s F/A-18 Can Be Substantially Reduced 
(LCD-8045, 6-6-80) 

Departments of Defense and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The Navy is planning to buy 1,366 F/A-l 8 Aircraft which are 
being developed to replace the Navy F-4 and A-7 aircraft, 
the Marine F-4 aircraft, and possibly the Marine A-4 and 
AV-8A aircraft. In response to broad congressional interest 
in reducing life cycle costs of major weapon systems, a re- 
view was made of the Navy’s logistics support planning for 
the F/A-18 and how substantial reductions in its ownership 
costs can be achieved. 
Findings/Conclusions: The Navy’s logistics support plan- 
ning for the F/A-18 is comprehensive and should provide 
adequate support. However, like any new weapon system, 
there are still unknowns which could affect the system’s 
readiness and logistics support costs. Introduction of the 
system and logistics support costs are highly dependent on 
the Navy receiving peculiar automatic test equipment on 
schedule; any delays will cause costs to rise. Operational 
and support costs will be higher than expected and alterna- 
tive concepts should be considered to reduce them. GAO 
identified several alternatives which could potentially reduce 
the F/A-18 operational and maintenance costs by as much 
as $4 billion. 
Recommendations: The Secretary of the Navy should: a- 
dopt the McDonnell-Douglas proposal to use dual or mul- 
tiport automatic test equipment for testing F/A- 18 avionics 
components and use multiport radar test equipment if pro- 
ven feasible; review the need for 96 VAST stations and use 
components from any excess units to satisfy the Govern- 
ment-furnished equipment requirement for the F/A-18 
avionics tester; determine if it is still in the Government’s in- 
terest to accept the high development risks now present in 
the contract for the F/A- 18 automatic test equipment; con- 
solidate all F/A-l 8 avionics component repairs for Navy and 
Marine Corps units at Lemoore and Cecil Air Stations and 
establish overseas repair facilities to support deployed Navy 
carriers and Marine Corps units; combine fleet readiness 
and proficiency training requirements and use the pilot 
trainers 6 days per week; use the OFT’ in place of the more 
expensive WlT for proficiency training at El Toro and 
Beaufort; cancel the planned purchase of an O,FT for the 

overseas base of Iwakuni; reconsider using OFT’s for profi- 
ciency training if WFT unit costs increase; reassess present 
deployment plans for the F/A-l 8 and evaluate the merits of 
consolidation as a means to overcome small-scale inefb- 
ciencies and reduce ownership costs; require the full imple- 
mentation of the RCM concept for the F/A-18 and cancel 
plans for depot overhauls on a cyclical basis; reassess the 
need for pipeline aircraft considering the expected higher 
operational-available time of the F/A-l8 and reduce depot 
turnarounds; review planned depot expansion and modifi- 
cations at North Island; determine the number of accousti- 
cal enclosures and engine test cells needed for the 
Lemoore Naval Air Station, considering the higher reliability 
and maintainability aspects of the F/A-18; and reevaluate 
the number of mobile maintenance van pads planned for El 
Toro Marine Corps Air Station. The Secretary of Defense 
should reevaluate the present Department of Defense poli- 
cy of not allowing long-lead funding for initial spares given 
the Navy problem of using SAIP. The Navy should be al- 
lowed to use long-lead funding so that it can buy initial 
spares and aircraft installed parts concurrently and reduce 
the F/A-18 initial provisioning cost. 

Agency Comments/Action 

DOD commented that several of the recommendations 
(using multiport test equipment, consolidating avionics 
repair activities, and increasing the size of squadrons) were 
potentially beneficial and were under review by the Navy. 
DOD took exception to the remaining recommendations. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 

Reducing operating and logistic support costs of military 
weapons systems is a key issue for both House and Senate 
Appropriations Committees. 
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DEPARTMENT OF DEFENSE - MILITARY 

SUPPORT FUNCTIONS 

Opportunities for Further improvement of Government Logistics Management 
(LCD-80-78, 8-21-80) 

Departments of Energy, Defense, the Army, the Air Force, and the Navy, and the General Services Administration 

Budget Function: National Defense (0050) 
Legislative Authority: 

To help Federal agencies improve their operations and save 
money, many recommendations have been made over the 
years for improving logistics management policies, plan- 
ning, and practices. 
Findings/Conclusions: Logistics management areas exam- 
ined over the past 5 years are discussed. The areas include: 
(1) using less costly alternative logistics concepts; (2) mak- 
ing logistics support system decisions earlier; (3) ordering 
and stocking the proper amount and kind of material; (4) 
distributing material efficiently; (5) using equipment more 
efficiently; (6) maintaining equipment better; (7) improving 
logistics management information systems; (8) disposing 
of unneeded property; (9) improving cataloging and stand- 
ardization; and ( 10) protecting inventories. 
Recommendations: The Secretary of Defense; the Secre- 
taries of the Air Force, Army, and Navy; the Administrator of 
General Services; and the Secretary of Energy should 
reconsider those recommendations which have not been 
fully implemented. During future hearings, the Senate 

94 

Committee on Appropriations, the Senate Committee on 
Armed Services, the House Committee on Appropriations, 
and the House Committee on Armed Services should follow 
up on agency actions to reconsider and implement those 
recommendations not fully implemented. 

Agency Comments/Action 

No comments had been received as of the date that this re- 
port was prepared. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee issues 

During future Committee hearings, agencies should be 
questioned on the efforts of the prior recommendations. 



DEPARTMENT OF DEFENSE - MILITARY 

SUPPORT FUNCTIONS 

Progress and Problems in Consolidating Military Support Functions in the Pacific 
(LCD-78-223, 4-12-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Leglslative Authority: 8- 160683 ( 1972). B- 1642 17 ( 1968). DOD Directive 4000.19. 

An examination of Department of Defense (DOD) consoli- 
dation of military functions in the Pacific was made to deter- 
mine what effort is needed under the Pacific area Defense 
Retail Interservice Support (DRIS) program to eliminate du- 
plication of military support functions. 
Findings/Conclusions: The services have consolidated 
some functions suggested in a prior GAO report or identi- 
fied by the services, and these actions have saved an es- 
timated $1.1 million. Recurring savings are estimated at 
$8.4 million annually. All needed consolidations have not 
been achieved, however. Examples include real property 
maintenance near Pearl Harbor and on Okinawa, civilian 
personnel offices in Hawaii and Japan, family housing 
management in Hawaii, and administrative aircraft support 
in Japan. A key cause of this is DOD disagreement with the 
previous GAO recommendation to the Secretary of Defense 
to delegate clear-cut authority below the Department level 
to direct, not just recommend, interservice arrangements 
for support activities. 
Recommendations: The Secretaty of Defense should direct 
the program administrator to develop procedures which will 
insure that disputed studies and unresolved proposed con- 
solidations are promptly submitted for review and arbitra- 

tion to an organization with directive authority. This can best 
be done by delegating clear-cut directive authority to 
responsible commands within the Defense Retail Interser- 
vice Support program. The Secretary should direct comple- 
tion of several consolidation plans where progress has 
stalled or where new functions are shown to be duplicative. 

Agency Comments/Action 

The Defense Logistics Agency has worked with the military 
departments to develop procedures that are substantially in 
line with the GAO recommendations. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should determine if DOD has made fur- 
ther consolidations, what savings have resulted, and if 
disputed studies are being submitted to higher authorities 
for resolution. 
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DEPARTMENT OF DEFENSE - MILITARY 

TRAINING 

increased Oversight end lnterservice Use of Military Aviation Training Ranges Can Reduce Costs 
(KLMO-14, 11-26-79) 

Deparlments of Defense, the Air Force, and the Navy, and U.S. Marine Corps 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 

The Air Force and Navy (including the Marine Corps) spent 
an estimated $39.3 million in fiscal year 1978 to operate 
and maintain aviation training ranges. These ranges, which 
are necessary for practicing maneuvers and weapons 
delivery, enable aircrews to maintain readiness to perform 
their combat missions. An evaluation was. made of the ef- 
fectiveness and economy of the services’ operation and 
management of aviation and training ranges, and oppor- 
tunities for improvements were identified. 
FlndlngslConcluslons: Aviation range management was 
highly decentralized, usually down to the operating base lev- 
el. Top management levels exercised little oversight control, 
reviewed only limited range management information, and 
failed to emphasize maximum interservice use of ranges 
consistently. Neither the Department of Defense (DOD) nor 
the services were required to make assessments of aviation 
range requirements or assets. Each service developed 
ranges for its own use without giving adequate considera- 
tion to possibilities for maximum interservice use, as re- 
quired by DOD instructions. As a result, the services’ total 
range requirements and assets appeared to be imbalanced; 
similar range complexes existed in some geographic areas, 
each exhibiting low utilization rates; and range moderniza- 
tion programs appeared to contain some unnecessary du- 
plication and some weakly supported items. Maximum effi- 
ciency in range operation can be achieved onty if ranges are 
used at or near their normal capacities. While the services 
recognized this fact, maximum or acceptable use levels had 
not been clearly defined. The services established range 
modernization programs to duplicate more closely combat 
environments, to accommodate new training requirements, 
and to take advantage of technological advances in equip- 
ment. The high costs of these programs require that im- 
provements be carefully planned and justified. At the time of 
the evaluation, the services had not issued criteria on need- 
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ed range improvements that should be identified, or guide- 
lines to be considered. 
Recommendations: The Secretary of Defense should: (1) 
direct the services to emphasize compliance with instruc- 
tions requiring interservice cooperation in the development 
and use of aviation training ranges; (2) require that the serv- 
ices develop detailed guidance for identifying and justifying 
aviation training range improvements; (3) include a 
thorough consideration of interservice sharing possibilities 
in the justification for and subsequent review of proposed 
modernization projects; and (4) direct the services to work 
jointly to determine the appropriate system for providing 
electronic warfare training in the future, as well as how 
many systems are really needed in a given geographic area. 

Agency Comments/Action 

DOD comments generally agreed with GAO conclusions 
and recommendations but disagreed with a portion of the 
range utilization statistics and with the GAO opinion that in- 
creased intersetvice use of certain ranges is feasible and 
cost effective. GAO recomputed the questioned statistics 
using the revised DOD figures throughout the report. The 
effect of the change was to increase the utilization for over- 
land ranges by 1 percent. 

Appropriations 

Operation and maintenance - Air Force, Navy 

Appropriations Committee Issues 

With increased sharing of training ranges and better coordi- 
nation in range use and modernization, significant cost sav- 
ings can be achieved. 
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DEFENSE-RELATED ACTMTIES 

ACCOUNTING SYSTEMS 

Air Force CM Engheer Cost Accounting System Reports Should Be Used More Effectively 
(FGMSD-80-12, l-16-80) 

Departments ot Detenae and the Air Force 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 

GAO reviewed the Air Force Civil Engineer Cost Accounting 
System at three installations and found that personnel 
management could be enhanced if several cost reports pro- 
duced by the system were effectively used. 
Findings/Conclusions: GAO found that base civil engineer 
officials were not analyzing the civil engineer cost reports in 
depth. Air Force regulations did not require analyses of 
staff-hour variances, and base civil engineers did not feel 
that formal post analyses of projects were necessary. They 
believed their continuous monitoring of projects enabled 
them to identif) problems as they occurred and to correct 
them. Yet, the reports of planned and actual labor-hours on 
base projects continually showed significant differences 
between planned and actual hours. The engineers felt they 
had little or no control over the reasons they believed were 
causing the labor-hour overruns. 
Recommendations: The Secretary of Defense should in- 
struct the Secretary of the Air Force to: revise civil engineer- 
ing regulations to require base level civil engineer officials to 
systematicaliy analyze labor-hour variances and take 
corrective action; clarify the regulations to preclude change 
orders being processed merely to eliminate labor-hour vari- 
ances from cost reports; and require Air Force Headquar- 
ters civil engineer officials to periodically review results of 

base level labor-hour variance analyses to determine if there 
are Air Force-wide problems and to take appropriate 
corrective action. 

Agency Comments/Action 

Air Force officials stated that the airmen assigned to them 
often did not have the necessary skills to do the work effi- 
ciently, and that the grade level of planners was too low to 
attract qualified persons. The officials could not document 
these as the primary causes of the variance. GAO felt that 
better use of the reports could lead to more realistic work 
schedules and increased work force efficiency. This, in turn, 
could aid in reducing the large and growing backlog of civil 
engineer projects. 

Appropriations 

Cost accounting system - Air Force 

Appropriations Committee Issues 

The Committees should insure that the Air Force begins to 
use the Civil Engineers Cost Accounting System in manag- 
ing its projects and work force. 
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DEFENSE-RELATED ACTIVITIES 

ACCOUNTING SYSTEMS 

Continuing and Widespread Weaknesses in internal Controls Result in Losses Through fraud, Waste, and A- 
buse 
(FGMSD-80-65, 8-28-80) 

Department of Defense and Ottice of Management and Budget 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Accounting and Auditing Act (31 USC. 66a). Claims Collection Act. Anti-Deficiency Act (31 U.S.C. 
665). S. 3026 (96th Cong.). 

Most Federal agencies are operating accounting systems 
that are vulnerable to physical losses and waste of Federal 
money as well as fraudulent and otherwise improper uses. 
These conditions, noted in a series of GAO reports issued 
between December 1976 and October 1979 covering 
financial operations in 11 major Federal organizations, are 
summarized. 
Findings/Conclusions: System vulnerability results from a 
series of longstanding, undetected weaknesses. While 
agencies usually correct specified deficiencies, they are 
generally slow to correct systemwide deficiencies in collec- 
tion, disbursement, obligation, and imprest fund activities. 
Inadequate controls over collection could not ensure that 
amounts owed the Government were recorded as accounts 
receivable or that overdue accounts were identified and col- 
lected. Often, accounts receivable were so poorly controlled 
and safeguarded that the potential for theft, loss, or other 
misuse was high. Controls over disbursement activities 
were found to be deficient. Disregard for basic control pro- 
cedures prescribed in manuals resulted in waste and over- 
payments. About half of the offices reviewed had serious 
weaknesses in controls over obligations that could result in 
improper or illegal payments. The most widespread defi- 
ciencies were noted in imprest fund activities. Weak con- 
trols, together with the susceptibility of imprest funds to 
misuse, allowed substantial losses to the Government. It 
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was concluded that adequate internal audit coverage could 
have detected most of the deficiencies found. Legislation 
under consideration would place greater responsibilities on 
the heads of Federal agencies for improving their agencies’ 
financial systems. Under this legislation, agencies would be 
required to undertake evaluations of their organizations’ 
systems of internal control and report annually to Congress 
and to the President the results of such evaluations. 
Recommendations: Congress should enact the legislation 
to place greater responsibility upon the heads of Federal 
agencies for the soundness of their organizations’ systems 
of internal financial control. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should question agencies to determine 
whether their systems of internal financial and accounting 
controls provide adqequate assurance for certifing expendi- 
tures. The questioning should develop information on the 
adequacy of resources agencies devote to the development 
and maintenance of their financial control systems and to 
correct weaknesses which would permit fraudulent or other 
improper uses of funds. 



DEFENSE-RELATED ACTMTIES 

ACCOUNTING SYSTEMS 

Defense’s Accounting for Its Contracts Has Too Many Errors--Standardized Accounting Procedures Are Needed 
(K;IM.FI)-No-Io, I-940) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Functton: Financial Management and Information Systems (1100) 
Leaislative Authoritv: Antideficiencv Act (31 USC. 665). Budget and Accounting Procedures Act of 1950 (31 USC:. 66). 
Arms Export Control Act (22 U.S.C. 2762). 

The Department of Defense (DOD) devised the Military 
Standard Contract Administration Procedures in 1966 to fa- 
cilitate uniform contract administration of DOD contracts 
by exchanging contract administration data in automated 
form among the military services and Defense Contract Ad- 
ministration Services regions. It is the responsibility of these 
regions to administer most DOD contracts and to ensure 
that the unnecessary duplication of contract management 
functions are eliminated. As of March 30, 1979, the regions 
were acting as this middle manager between the Govern- 
ment buyer and DOD contractor for 250,000 contracts 
valued at $73 billion. A review of 8 of the 48 DOD organiza- 
tions heavily involved with contract management focused 
on the Standard Procedures which required uniform coding 
and processing of financial data. 
Findings/Conclusions: Although the Administration Pro- 
cedures were to have been implemented by 1970, this goal 
has still not been fully achieved, thus resulting in numerous 
clerical errors in interpreting a variety of nonstandard forms. 
codes, and financial transactions. Nonstandard contract ac- 
counting procedures used by Defense components cause 
substantial errors in reporting, recording, and controlling 
contract financial data, at a cost of millions of dollars in un- 
necessary personnel and other costs due to duplication of 
accounting functions. While DOD officials have resisted im- 
plementation of the Procedures, GAO estimated that their 
full implementation and elimination of duplicate operations 
at the eight locations alone could reduce DOD costs by up 
to $2.7 million annually. Accounting errors of over $90 mil- 
lion were identified on 286 of the 856 transactions reviewed 
for 26 contracts. 

Recommendations: The Secretary of Defense should re- 
quire the Defense Contract Administration Services regions 
to assure the accuracy of the financial transactions proc- 
essed and sent to the military services. He should also re- 
quire the implementation of the Military Standard Contract 
Administration Procedures in all Defense systems involved 
with contract accounting and management, and direct the 
Assistant Secretary of Defense (Comptroller) to require 
specific timetables from the military services on implemen- 
tation dates for the Military Standard Contract Administra- 
tion Procedures. The Comptroller also should actively mon- 
itor the implementation and require corrective action, when 
necessary, to ensure timely, effective implementation. 

Agency Comments/Action 

Defense agreed with the recommendations and will (1) re- 
quest the Defense Contract Administration Services regions 
to assure the accuracy of the financial transactions proc- 
essed, and (2) implement the Military Standard Contract 
Administration Procedures. 

Appropriations 

Contract accounting and administration - Army, Navy, Air 
Force, Defense Contract Administration Services 

Appropriations Committee Issues 

The Committees should determine if DOD has taken action 
to reduce duplicate operations and prevent millions of dol- 
lars in accounting errors. 
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DEFENSE-RELATED ACTMTIES 

ACCOUNTING SYSTEMS 

Federal Budget Outhy EsNmetes: A Growing Problem 
(PA D-79-20, 2-9-79) 

Department of Defense 

Budget Function: Impoundment Control Act of 1974 (1005) 
Legislative Authority: Congressional Budget and Impoundment Control Act of 1974. 

Federal budget outlay estimates generally swing between 
longfalls, or underestimates in the budget year, and short- 
falls, or overestimates in the current year. The budget year 
estimates reflect the administration’s concern about the 
growing deficit and the need to hold down spending. The 
shift to a shortfall, or overestimate in the current year’s esti- 
mates (12 months later). reflects the administration’s as- 
sessment of actual financial needs to carry out legislation 
enacted by Congress. The estimating process is flexible and 
changing and can be influenced by a number of variables. 
Many of these variables are uncontrollable, such as historic 
upward bias (the past tendency to overestimate). Budget 
data must be accurate to be useful and controllable factors 
should be of concern to improve outlay estimates. 
Findlngs/Concluslons: As a result of increased interest in 
outlay estimates, both the Office of Management and Budg- 
et (OMB) and the Congressional Budget Office are striving 
to achieve more accurate estimates. GAO found that $76.4 
billion in outlays was not included in fiscal year 1977 Gov- 
ernment-wide net outlays of $402.8 billion. These outlays 
included both offsets from collections and receipts from 
business transactions with the public and outlays of off- 
budget Federal entities. Estimates of offsetting collections 
and offsetting receipts have not been reliable. The current 
method of presenting these transactions as offsets against 
budget authority and outlays distorts budget numbers and 
makes the budget unnecessarily complex. 
Recommendations: The Director of OMB should make fur- 
ther efforts to improve outlay estimates by: establishing cri- 
teria for acceptable levels of accuracy for estimates, to be 
used as a guide in defining significant variances to be pur- 
sued; comparing actual outlays to estimates and providing 
a detailed explanation annually concerning those accounts 
in which there were significant variances; identifying correc- 
tive action to improve estimates in future years when such 
action is feasible; making information on variances and re- 
lated corrective action available to congressional users and 
including it in budget justifications where appropriate; ap- 
plying early efforts in goal setting and variance analysis to- 
ward accounts with the largest outlays; and requiring each 
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agency to document the procedures used to develop outlay 
estimates, including documenting assumptions and subjec- 
tive modifications made by reviewing officials. The Director 
should also: change the presentation of offsetting collec- 
tions from non-Federal sources and offsetting receipts from 
the public by including them in revenue totals and by not 
subtracting them from budget authority and outlays; in- 
clude offsetting collections and offsetting receipts from off- 
budget agencies under revenues and not subtract them 
from budget authority and outlays; and apply the recom- 
mendations set forth to improve outlay estimates to esti- 
mates of offsetting collections and offsetting receipts. 

Agency Comments/Action 

The Office of Management and Budget response to this re- 
port agreed that problems on outlay estimating have existed 
and stated that OMB will continue to work toward the fur- 
ther improvement of outlay estimates. However, OMB was 
very negative in its response to the report and stated that it 
“makes recommendations that, if adopted, would do noth- 
ing to improve our ability to estimate outlays.” In contrast, 
OMB stated in the enclosure to its letter that it is already tak- 
ing the recommended action in some form or to some ex- 
tent in responding to five of the nine recommendations. 
Two of our recommendations related to changing the 
presentation of offsetting collections and offsetting receipts 
from the public and to the treatment of off-budget agencies. 
OMB has resisted these recommendations directed toward 
elimination of undesirable distortions and complexity in the 
budget presentation for some time. 

Appropriations 

Federal budget outlay estimates - Government-wide 

Appropriations Committee Issues 

The continuing need to improve the accuracy of outlay esti- 
mates and to provide a more complete and accurate report- 
ing of Federal budgetary information. 



DEFENSE-RELATED ACTMTIES 

ACCOUNTING SYSTEMS 

Major Deficiencies in Army’s Washington, D.C. Finance and Accounting Operation 
(FGMSD-80-53, 6-5-80) 

Departments of Defense and the Army 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Antideficiency Act. 

The Military District of Washington’s Finance and Account- 
ing Office disburses about $1.5 billion annually and pro- 
vides finance and accounting services to many Army and 
Defense organizations in the Washington, D.C., area. The 
adequacy of the Finance and Accounting Office’s internal 
controls and procedures for the processing of disburse- 
ments and for transactions involving accounting and civil- 
ian payroll were reviewed and analyzed as part of an effort to 
determine whether executive departments and agencies 
have accounting control over funds and assets. 
Findings/Conclusions: Despite numerous internal manage- 
ment and audit reports and a prior GAO report, conditions 
at the Office remained unsatisfactory. The disbursing and 
payroll operation was inadequate for preventing erroneous 
payments and for deterring fraud. The Office has also failed 
to provide adequate accounting services to Army and De- 
fense organizations. Inadequate systems, procedures, and 
internal controls contributed to this ineffectiveness. Howev- 
er, the most pressing problem was in retaining enough 
competent people to handle the very large workload. 
Recommendations: The Secretary of Defense should direct 
the Secretary of the Army to: develop a plan with specific 
objectives and timeframes for reducing personnel turnover 
and retaining competent staff at the Military District of 
Washington Finance and Accounting Office; assign experts 
on a temporary basis from the Army Finance and Account- 
ing Center and/or other Army finance and accounting of- 
fices to help the Military District of Washington develop and 
implement adequate internal procedures and controls; im- 
plement the Standard Army Civilian Payroll System design, 
as approved, and develop and implement additional au- 
tomated edits, if feasible, to help prevent duplicate and er- 
roneous payments; assure that legal and regulatory require- 
ments for reporting fraudulent actions are followed; consid- 

er increasing the number of days allotted to payroll prepara- 
tion and processing to allow sufficient time for supervisory 
review of work before check processing; seek to minimize 
the differences between Army and Defense organizations’ 
accounting requirements; and require that the Military Dis- 
trict of Washington make a reasonable attempt to deter- 
mine whether the adjustment to the General Ledger for over 
$500 million made in 1977 and the adjustment for $3 1 mil- 
lion made in 1978 can be adequately supported. The 
Secretary of Defense and the Secretary of the Army should 
also consider reducing the workload of the Military District 
of Washington Finance and Accounting Office if the Army 
cannot, within a reasonable period of time, adequately 
reduce the Office’s personnel turnover and begin to retain 
competent personnel. If a decision is made to reassign the 
workload, the capability of another Defense or Army organi- 
zation to provide adequate finance and accounting services 
must be considered. 

Agency Comments/Action 

Defense concurred with the GAO recommendations which 
were designed to improve the Offke’s work force, account- 
ing systems, and related internal controls. 

Appropriations 

Operation and maintenance - Army, Defense agencies 

Appropriations Committee Issues 

The Committees should determine that Defense has imple- 
mented GAO recommendations to preclude the continua- 
tion of unsatisfactory controls over $1.5 billion of disburse- 
ments. 
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DEFENSE-RELATED ACTIVITIES 

ACCOUNTING SYSTEMS 

The Marine Corps Military Pay System: Too Many Errors and Inefficiencies 
(FGMSD-80-49, 6-10-80) 

Department of Defense and the United States Marine Corps 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Accounting and Auditing Act. DOD Instruction 7330.3. DOD Instruction 7330.4. 

As part of an effort to determine whether executive depart- 
ments and agencies have adequate accounting control over 
payroll systems, a review was made of the Joint Uniform 
Military Pay System/Manpower Management System. The 
System is the combination of the former Marine Corps Joint 
Uniform Military Pay System and the Manpower Manage- 
ment System. The primary purposes of the automated sys- 
tem were to provide: adequate senrice to members; the 
maximum practicable uniformity between the services; cen- 
tralized and computerized pay account maintenance; and 
optimum support of planning, programming, and budget- 
ing systems. 
Findings/Conclusions: The Marine Corps spent millions of 
dollars in developing, implementing, and operating the sys- 
tem. However, records of these costs were not kept and 
procedures for measuring system effectiveness were never 
established. Therefore, Marine Corps and Defense 
management do not know how much has been spent, what 
economic benefits have been gained, or to what extent sys- 
tem goals and objectives have been met. Since the system 
is not reliable enough to centrally compute pay accurately, 
extensive and inefficient manual procedures are necessary 
to verify the accuracy of pay. As a result, manual pro- 
cedures, rather than the automated system, constitute the 
real pay system. There are basic system weaknesses on the 
part of management which need to be corrected. 
Recommendations: The Secretary of Defense should direct 
the Commandant of the Marine Corps to: (1) establish a 
single manager who will be clearly responsible for the 
system’s performance; (2) establish measurable goals and 
objectives for improving timeliness and accuracy of the sys- 
tem; (3) require that internal auditors periodicalb report to 
top management on the progress being made toward 
meeting system goals and objectives; (4) identify, through 
improvement of reporting procedures, those organizations 
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which submit untimely and erroneous pay data, and take 
corrective action; (5) identify, document, and correct 
software deficiencies; (6) establish a task force to determine 
how best to improve staffing of the system’s computer 
processing activities, system documentation, programming 
language and logic, and testing for and correction of com- 
puter errors; (7) establish a realistic timetable for eliminat- 
ing the redundant and inefficient manual procedures; and 
(8) direct that the problems in the existing pay system be 
carefully considered in the design, development, and imple- 
mentation of the new one. The Secretary should also direct 
the Assistant Secretary of Defense (Comptroller) to monitor 
the progress of the Marine Corps in complying with Depart- 
ment memorandums, directives, and instructions calling for 
(1) development and implementation of a reliable central 
pay system, (2) goals and objectives expressed in measure- 
able terms, and (3) an analysis of costs versus benefits of 
system development. Compliance with this guidance 
should be required. 

Agency Comments/Action 

Defense substantially agreed with all the report’s recom- 
mendations except for the establishment of a single 
manager for the system. 

Appropriations 

Military personnel - Marine Corps 

Appropriations Committee Issues 

In funding a new system, the Committees should determine 
what efforts are being made to overcome problems in the 
present system which could be carried over into the new 
system. 



DEFENSE-RELATED ACTIVITIES 

ACCOUNTING SYSTEMS 

Status, Progress, and Problems in Federal Agency Accounting During Fiscal 1979 
(FGMSD-80-52, 6-20-80) 

Department of Defense 

Budget Function: Financial Management and Information Systems (1100) 
Leglslatlve Authority: Government Corporation Control Act (31 USC. 841). Legislative Reorganization Act of 1970. AC- 
counting and Auditing Act. H. Rept. 90-l 159. 31 USC. 66a. 31 U.S.C. 66(c). 

As of September 30, 1979, 62 percent of the executive 
agencies’ accounting systems had been approved as re- 
quired by the Accounting and Auditing Act. The remaining 
38 percent have not been approved because they do not 
meet GAO requirements for approval, the agencies have 
not requested approval, or the agencies are developing new 
systems to take the place of those now in operation. The 
remaining unapproved systems comprise some of the larg- 
est and most important systems. More than half of the 
Federal budget was accounted for by the unapproved sys- 
tems of only two departments: Defense and Health, Educa- 
tion, and Welfare. The GAO goal is to have all the account- 
ing systems approved by March 1,1981. Congress declared 
that the Government’s accounting should provide full dis- 
closure of the results of financial operations; adequate 
financial information needed in the management of opera- 
tions and the formulation and execution of the budget; and 
effective control over income, expenditures, funds, property, 
and other assets. Not until GAO has evaluated an account- 
ing system for approval can Congress be assured that its 
policy has been adhered to. Only by such an evaluation can 
GAO determine that the agency is in compliance with the 
principles, standards, and related requirements for account- 
ing which GAO is mandated by Congress to prescribe. GAO 

approval is the best indication that an agency has account- 
ing systems which will minimize the opportunity for fraud, a- 
buse, and error. 
FlndingsKoncluslons: Approval of most of these systems is 
long overdue. Every year millions of dollars are spent to im- 
prove agency accounting systems. GAO tries to persuade 
the agencies to get approval on their designs and redesigns 
before they implement them. In most cases, however, the 
agency installs and commences to operate the system 
without GAO approval. Frequently, it is found that the sys- 
tem does not meet GAO requirements. 
Recommendations: Congress should ensure that agencies 
have adequate resources to improve and qualify their sys- 
tems for approval, but that no funds be used to implement 
the designs or redesigns of accounting systems that have 
not been approved by the Comptroller General. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should consider the recommendations to 
Congress. 



DEFENSE-RELATED ACTMTIES 

ACCOUNTING SYSTEMS 

Weaknesses in Accounting for Government-Furnished Materials at Defense Contractors’ Plants Lead to 
Excesses 
(FGMSD-80-67, S-7-80) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Legislative Authority: Department of Defense Appropriation Act, 1980. National Security Act of 1947. Property and Admin- 
istrative Services Act. P.L. 84-863. 

The military services, for the most part, do not account for 
the estimated billions of dollars in Government-furnished 
material provided to Department of Defense (DOD) pro- 
duction contractors. Even when the services attempt to ac- 
count for material, the data is incomplete and inaccurate. 
This has led to furnishing material to contractors in excess 
of contract allowances. It is DOD policy to rely almost solely 
on the contractor’s property records to account for and 
control Government-furnished material. The policy is not 
effective. GAO undertook a review of this matter because of 
(1) congressional interest in prior audits of material provid- 
ed to overhaul, maintenance, and repair contractors, (2) the 
estimated value of the Government’s investment, and (3) 
GAO responsibility for approval of executive agency ac- 
counting systems. GAO principles and standards for execu- 
tive agency accounting systems require that Government 
property be under accounting control from the time it is ac- 
quired until it is disposed of or consumed. 
Findings/Conclusions: Review of four production contrac- 
tors showed that the lack of accounting controls led to 
DOD providing or intitiating shipments of $1.3 million in 
material above contract allowances. This problem was also 
noted in reports on overhaul and repair contracts. Providing 
excess material was caused by clerical/arithmetical errors, 
lack of coordination among procuring activity personnel, 
and failure to modify contracts to show changes in Govern- 
ment-furnished material authorizations. An effective ac- 
counting system would have helped to disclose these errors 
and identify or prevent excess material from being shipped. 
In prior reports on weaknesses in accounting for materials 
furnished to overhaul, maintenance, production, and repair 
contractors, it was noted that contractors were oversupplied 
with materials, contractors were given access to DOD sup- 
ply systems without DOD accounting control over materials 
obtained, and contractors’ property control records were 
unreliable. The Secretary of Defense should halt the DOD 
policy of almost total reliance on contractors’ propem con- 
trol records and instead establish systems which, together 
with contractors’ records, will provide accounting control 
over Defense material from receipt to consumption or dis- 
posal. 
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Recommendations: The Secretary of Defense should in- 
struct the military services to develop accounting systems 
that establish a means of determining the quantity and 
value of Government-furnished material (1) contractually al- 
lowed to contractors, (2) actually provided to contractors, 
(3) reported as received by contractors, (4) reported as 
used by contractors, and (5) reported as on hand by con- 
tractors. The systems should include adequate accounting 
for DOD materials that are obtained by production contrac- 
tors directly from DOD supply systems. They should identi- 
fy production contracts which have significant amounts of 
Government-furnished material and determine whether 
such material is authorized and required. The services 
should coordinate with GAO during the development of 
these systems to assure that they will comply with the 
Comptroller General’s principles and standards. They 
should provide developed accounting system data to prop- 
erty administrators so that they have independent data that 
they can use to pinpoint differences between Government 
and contractor records. Where differences exist, reconcilia- 
tions should be made. 

Agency Comments/Action 

Defense has devised a Management Control Activities 
(MCA) system for maintenance contracts which will create 
control mechanisms over government furnished material. 
Defense will consider expanding the scope of MCA to pro- 
duction contracts, and feels these actions will satisfy the 
GAO recommendations. 

Appropriations 

All procurement appropriations - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should ensure that Defense acts promptly 
to develop accounting systems to adequately account for 
and control material furnished by the Government to De- 
fense contractors. 



DEFENSE-RELATED ACTMTlES 

AUTOMATIC DATA PROCESSING 

The Air Force Should Cancel Plans lo ACQUire Two Computer Systems at Mosi Bases 
(FGMSD-RI-IS. 10-26-79) 

Dffice of Management and Budget, General Services Administration, and Departments of Defense and the Air Force 

Budget Function: Automatic Data Processing (100 1) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). 

The report described how the Government could save hun- 
dreds of millions of dollars if the Air Force redirected its 
computer system acquisition program. Air Force require- 
ments, vendor competition, and the handling of unsolicited 
proposals were reviewed. 
Findings/Conclusions: The Air Force’s stated requirements 
for a minimum of hvo new computer systems capable of 
running the same programs had never been justified and 
were established without defined base-level user require- 
ments. A single computer system could be acquired that 
would provide effective support for all base-level data proc- 
essing requirements. Current base-level computer systems 
have been reliable and generally available when needed. No 
base-level computer system hardware problem has been 
severe enough to require extensive backup capability at 
each base. The risks associated with sofhvare conversion 
were being minimized by the current acquisition approach, 
and any further risk reduction possible by installing two 
computer systems at most bases was considered too small 
to justify the considerable added costs of such installation. 
Recommendations: The Air Force should replace the 
current requests for proposals with requests for proposals 
developed around a more functional and performance- 
oriented set of requirements that would represent actual 
base-level operations and needs. 

the number of bases planned to receive two computer sys- 
tems, consolidation of a substantial number of bases on re- 
gional data processing centers, early purchase of equip- 
ment to minimize lease costs, and substantial reduction of 
personnel both immediately and upon reexamination after 
equipment installation. The Secretary ordered a reopening 
of the competition and a functional requirements study 
leading to modernization of existing standard systems. The 
Air Force estimates cost savings of over $800 million. 

Agency Comments/Action 

The Secretary of the Air Force ordered a redirection of the 
Phase IV program. The redirection included a reduction in 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

The Committees may wish to request a revised budget and 
life cycle cost estimate reflecting the Air Force’s reduction 
of the program and the initial contract award (slated for 
September 1980). The Committee may also wish to inquire: 
(1) if more personnel savings can be accomplished; (2) if 
the Air Force truly requires two computer systems at most 
overseas bases (some of which are relatively small); and (3) 
why more consolidation (as suggested by the Blue Ribbon 
Defense Panel in 1970) cannot occur for administrative ap- 
plications in the Air Force. 
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DEFENSE-RELATED ACTMTIES 

AUTOMATIC DATA PROCESSING 

The Department of Defense’s StandardizeNon Program for Military Computers-- A More Uniffed Effort Is Needed 
(LCD-80-69, 6-18-80) 

Department of Defense 

Budget Function: National Defense: Department of Defense 
Legislative Authority: Military Standard 1750. 

A review was made of the Department of Defense’s (DOD) 
efforts to standardize military computers and software used 
in combat support and weapon systems. DOD has increas- 
ingly become dependent on automation to assist in accom- 
plishing its mission. Associated with this huge computer 
growth has been a proliferation of many different kinds of 
computers with wide ranges of speed, size, power, and 
weight. This widespread proliferation has adversely affected 
DOD in terms of increased logistical support costs and 
operational difficulties. The overall cost to develop, operate, 
and maintain automated systems has increased dramatical- 
ly because systems using different computers require 
unique system interfaces, logistics support, software 
development, maintenance, and training. Moreover, as the 
requirements for automated systems increase, problems 
and costs continue to grow. As a result, DOD has been 
forced to examine different techniques to lessen these ad- 
verse impacts so that it can deploy and maintain more cost 
affordable and operable automated systems in the future. 
Each military service has placed increased emphasis on 
computer standardization and is pursuing its own program 
to provide for standardization in future tactical systems. 
Although the services have many common functional re- 
quirements, they continue to spend funds on separate 
standardization programs. 
Findings/Conclusions: GAO questioned the need for 
separate standardization programs, especially in view of 
studies which indicate that a Defense-wide standardization 
base could be the most cost advantageous for DOD. It is 
believed that DOD has an opportunity to maximize stand- 
ardization of military computers and software for combat 
support and weapon systems use. The lack of a standard 
programming language is a major contributor to the high 
cost of development and maintenance for automated sys- 
tems military applications, and DOD is to be commended 
for its initiative to fill that void by developing a common 
high-order programming language called Ada, which is ex- 
pected to be ready for use in 1983. However, it is believed 
that DOD is rapidly losing an opportunity to a&eve max- 
imum Defense-wide standardization of military computers 
and software used for combat support and weapon systems 
automation. GAO is concerned that economic and opera- 
tional benefits of standardization will be lost unless DOD 
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Military (except procurement and contracts) (0051) 

controls the standardization program. Control should be 
centralized with periodic reviews. 
Recommendations: The Secretary of Defense should estab- 
lish a high-level steering committee with decision-making 
authority and a triservice program office with responsibility 
for maximizing standardization of military computers and 
software in a manner that will promote and ensure the use 
of new technology, reduce software and acquisition costs, 
simplify logistics, and realize economies of scale. This 
responsibility should include implementing Ada as the 
standard programming language and managing its imple- 
mentation and use, determining with the military services 
the computer architecture(s) that should be standardized 
and level of standardization to be achieved, and establishing 
the appropriate standardization policies. The triservice pro- 
gram office should be responsible to the steering commit- 
tee for planning and controlling the implementation of 
those policies and DOD standardization efforts. These ac- 
tions should be expedited so that the various independent 
efforts can be conformed to the new policies before long- 
term commitments are made. 

Agency Comments/Action 

OSD agreed with the findings and is acting to implement 
the recommendations. The Office has established a high 
level steering committee with decision making authority to 
provide central policy direction relative to embedded com- 
puter resources and to oversee computer standardization 
defense-wide. Also, it is establishing a Tri-Service Program 
Office to implement Ada as the Department’s standard pro- 
gramming language and plans to study the practicality of 
adding computer architecture standardization responsibili- 
ties to that office. 

Appropriations 

Research and development - Department of Defense 
Procurement - Department of Defense 

Appropriations Committee Issues 

The Committees should monitor DOD acquisition of mili- 
tary computers. 



DEFENSE-RELATED ACTIVITIES 

AUTOMATIC DATA PROCESSING 

Development of Department of Defense’s Trl-Service Medical information System 
(LCD-n-121. 7-19-78) 

Department of Defense 

Budget Function: National Defense: Department of Defense - Military (except procurement & contracts) (0051) 

The Department of Defense’s (DOD) Tri-Service Medical 
information System (TRlMIS) should provide automated 
data processing support for patient care in military hospi- 
tals. Its potential benefits involve minimizing duplication in 
systems development by the services, money savings, and 
improved hospital patient care. However, little progress has 
been made toward achieving these objectives despite ex- 
penditures of about $50 million. Problems identified were: 
lack of unified support from services in the design and 
development effort, little management continuity, lack of 
definition of organizational responsibilities, inadequate plan- 
ning, and lack of emphasis on system standardization. 
Congress should advise the Secretary of Defense that fur- 
ther funding of the TRlMIS Program should be restricted to 
DOD: preparation and presentation of a long-range plan for 
the development, implementation, and operation of TRIMIS 
within budgetary and time limitations; preparation of a 
series of short-range plans that provide DOD firm commit- 
ment for implementing the long-range plan; identification 
of the uniform data elements, codes, and communication 
protocols that are to be used by the services throughout the 

TRlMlS life cycle; and designation of the patient administra- 
tion module as the top priority module for development and 
implementation. 

Agency Comments/Action 

The Appropriations Committees reduced the 1980 budget 
of $41.6 million by $12.5 million and directed DOD to 
economically justify those TRlMlS systems now fielded. 

Appropriations 

Automatic data processing - Department of Defense 
Operation and maintenance - Defense agencies 

Appropriations Committee Issues 

The GAO recommendations should be continually moni- 
tored as the TRlMlS plan is further developed and executed, 
and various TRlMIS systems’ cost/benefit analyses should 
be examined. 
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DEFENSE-RELATED ACTMTIES 

AUTOMATIC DATA PROCESSING 

Duplication in the Navy’s Management hformation Systems Is Costly 
(LCD-79-113, 10-15-79) 

Departments of Defense and the Navy 

Budget Function: National Defense (0050) 

During fiscal year 1978, the Navy spent $481 million to 
operate and maintain automated management information 
systems (MIS) that support many similar management 
functions. These different computerized systems produce 
essentially the same kinds of management reports; have 
approximately the same automated procedures and 
processes; and accumulate, process, and store much of the 
same data. 
Findings/Conclusions: The Navy does not need separate 
systems for each of its major commands, and effective use 
of the systems does not depend on organizational struc- 
tures or command lines. The Navy does not have the per- 
sonnel resources to maintain the numerous systems it 
operates, and when changes in functional procedures are 
mandated, the scarce personnel must implement the 
changes in all of the systems. There are a few differences 
among the systems, but these occur because the systems 
are designed and developed independently of any uniform 
standard which, if implemented, could serve all of the 
needs. The establishment of the Naval Data Automation 
Command (NDAC) is a step in the right direction to better 
control and use of the automated data processing (ADP) 
resources. However, it cannot be completely effective until 
the determination is made whether the resources should be 
organized to support separate commands or functional 
programs. 
Recommendations: The Secretary of the Navy should: (1) 
direct the NDAC, in conjunction with the offices, com- 
mands, and bureaus (the functional managers) to identify 
the common functions which are incorporated into the 44 
MISS the Navy currently operates; (2) direct the NDAC, in 
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conjunction with the functional managers, to define infor- 
mation requirements on a Navywide basis; (3) direct the 
NDAC, in conjunction with the Assistant Secretary of the 
Navy (Financial Management) and the functional manag- 
ers, to develop a long-range ADP plan that provides for the 
phased design, development, implementation, and opera- 
tion of standard or uniform MISS that provide functional 
managers the information they need to accomplish as- 
signed missions and conduct day-to-day operations. and 
the plan should provide for the efficient, effective, and 
economical organization and use of current and planned 
ADP resources on a functional rather than commandwide 
basis; and (4) direct the functional managers to realine the 
workloads of the central design activity so that a single ac- 
tivity will be responsible for a single functional area on a 
Navy-wide basis. 

Agency Comments/Action 

The Navy officials with whom GAO discussed this report 
agreed that greater use should be made of standard sys- 
tems for similar functions, and they cited a number of steps 
being taken to accomplish this goal. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 

The Committees should direct the Navy to describe action 
taken and savings achieved. 



DEFENSE-RELATED ACTMTIES 

AUTOMATIC DATA PROCESSING 

The Navy’s Computerized Pay System Is Onreliable and Inefficient--What Went Wrong? 
(FGMSD-80-71, 9-26-80) 

Departments of Defense and the Navy 

Budget Function: Financial Management and Information Systems ( 1100) 
Legislative Authority: 2 GAO 31.- 

Over the last 12 years, the Navy has spent more than $150 
million to develop and operate a central automated military 
pay system that is largely unreliable and inefficient. 
Although GAO approved the system design, it is not work- 
ing as designed because it was not implemented as 
designed. 
Findings/Conclusions: Two studies conducted in 1978 re- 
vealed that 42 percent of 291 selected pay accounts re- 
viewed were inaccurate and 52,200 accounts remained in 
an overpaid status for more than 90 days. In 1979, GAO 
found that 34 of the accounts were in error in amounts 
ranging from $5 to over $1,800. The major problems with 
the system stem from the lack of timely and accurate input 
data From field organizations to the central computer. Field 
units average 12 days to prepare input as opposed to the 3 
days required by the system design. The approved system 
design required an automated control over rejects, but 
management does not rely on it for control purposes be- 
cause the automated system was not properly implement- 
ed. Navy management did not establish overall goals and 
objectives to measure pay system performance as required 
by the Assistant Secretary of Defense (Comptroller). The 
Assistant Secretary’s office did not provide the necessary 
guidance and monitoring of the Navy’s pay system develop- 
ment and implementation, or require the Navy to comply 
with the Department of Defense requirements for manag- 
ing the automated pay system. It has not determined wheth- 
er the Navy implemented the pay system design as ap- 
proved by GAO. Changes made in creating a parallel manu- 
al system would not have been approved by GAO if the 
changes had been submitted to GAO as required. The 
quality of the input was also very poor. Despite costly efforts 
to overcome system inefficiencies. the system continues to 
operate inadequately. 
Recommendations: The Secretary of Defense should re- 
quire the Secretary of the Navy to improve the reliability. ef- 
ficiency, and effectiveness of the Navy’s military pay system 
by: requiring commanding officers, disbursing officers, and 

administrative officers to operate the pay system as 
designed and as approved by GAO; identifying those organ- 
izations which submit untimely and erroneous pay data and 
taking corrective action where indicated; expediting the 
Navy’s plans to transmit input data to the Finance Center 
electronically rather than by mail; setting a standard for 
when an override of computer-produced Leave and Earn- 
ings Statements by all local disbursing officers can take 
place; and strengthening supervisory controls over pay 
technicians’ resolution of the system rejections. Further. the 
Secretary of Defense should specifically require the Secre- 
tary of the Navy to: establish procedures to measure system 
effectiveness; insure that internal auditors periodically report 
to top management on the progress responsible officials 
are making toward operating the system as designed and in 
meeting the established goals and objectives; and comply 
with all Defense policies and procedures in future work now 
planned to correct the problems with the automated pay 
system. Finally, the Secretary of Defense should monitor 
the Navy’s compliance with Defense requirements more 
closely to improve its military pay system. 

Agency Comments/Action 

Agency comments were not received as of October 15, 
1980. 

Appropriations 

Military personnel - Navy 

Appropriations Committee Issues 

The Committees should determine the status of corrective 
action for implementing the payroll system in accordance 
with the system design approved by GAO. The Committees 
should also determine the progress toward developing pro- 
cedures for measuring system effectiveness and the basis 
for these procedures. 
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DEFENSE-RELATED ACTIVITIES 

AUTOMATIC DATA PROCESSING 

Need for Improved Management and Increased Sharing of Computer Resources at the San Antonio Data Serv- 
ices Center 
IFGMSD-80-82, 9-2-80) 

Department 01 the Air Force and General Services Admlnistration 

Budget Function: National Defense: Defense-Related Activities (0054) 

The Air Force Data Services Center in San Antonio. Texas, 
was established to test the economic and operational feasi- 
bility of a regional data processing center. With four Air 
Force bases, a large Army installation, and several other 
Government activities in the San Antonio area, the Center 
serves a large automatic data processing user community. 
The Center operates on a fee-for-services basis with users 
reimbursing a large portion of the operating costs. A review 
of the Center was directed towards determining how cost 
effective the Center is, whether it has met its original goals, 
and how it might be improved as a regional processing 
center. 
FlndingsiConcluslons: For fiscal year 1979, computer sup- 
port was provided at a favorable cost to a small number of 
highly satisfied users. The operating costs compared favor- 
ably to commercial computer centers and similiar Air Force 
installations in the area. Because neither the Air Force nor 
other Federal users have taken full advantage of opportuni- 
ties to consolidate facilities, share resources, and reduce 
computer hardware and personnel costs, many additional 
economies that could be expected from a regional data 
processing center have not been realized. Air Force 
management failed to take actions and allowed situations to 
occur which prohibited achievement of the Center’s goals. 
These included not consolidating any base level processing 
workload other than at one Air Force base, alienating cus- 
tomers by indicating several times the imminent closure of 
the Center, not actively pursuing new customers, and allow- 
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ing other San Antonio area Air Force organizations to ac- 
quire six major computer systems. 
Recommendations: To most effectively address the Govern- 
ment’s automatic data processing needs in the San Antonio 
area, the Secretary of the Air Force should: prepare, in 
cooperation with the General Services Administration 
(GSA), a long-range plan for meeting those needs; develop 
a formal management policy encouraging the effective use 
and sharing of the Center’s computer resources across 
service and command lines; develop cost accounting pro- 
cedures and user rates that provide for full cost recovery; 
determine future equipment needs based on current and 
projected user requirements; and obtain authorization from 
GSA to augment existing capabilities to best meet future 
needs. 

Agency Comments/Action 

No agency comments have been received as of October 
15, 1980. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

The Committees should monitor the Air Force’s plans and 
policies to adequately address ADP needs in the San An- 
tonio area. 



DEFENSE-RELATED ACTIVITIES 

AUTOMATIC DATA PROCESSING 

Wider Use of Better Computer Software Technology Can improve Management Control and Reduce Costs 
(FGMSD80-38, 4-B-80) 

Department of Defense 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: OMB Circular A-54. OMB Circular A-71. OMB Circular A-109. 08 OMB Circular A-l 13. F.P.M.R. 
101-35.206. F.P.M.R. 101-35.206(a)(3). F.P.M.R. 101-36.16. 

Computer sofhvare is the most important part of automatic 
data processing systems today. [t is expensive to develop 
and maintain, and errors and omissions in software can 
seriously disrupt automated systems. Because the Federal 
Government spends billions of dollars annually on comput- 
er programs, GAO undertook a review to assess current 
practices by Federal agencies in using software tools and 
techniques to maintain computer programs. 
FindingsConclusions: GAO found that many opportunities 
exist for greater use of software tools and techniques. Many 
Federal installations have not exploited the benefits of 
modern software tools and techniques as well as they could 
have. Computer specialists at many agencies were unaware 
of the newer, better methods; others were reluctant to 
change to them. Additionally, GAO found that the Federal 
use of software tools and techniques can be improved by 
providing better guidance to agencies, more emphasis on 
software by management, and effective Government-wide 
coordination and sharing of tools. However, the agencies’ a- 
doption of the newer technology should be based on a 
careful study of all costs and benefits. Also. unless Federal 
automatic data processing management makes more use 
of such technology. Federal computer sobare will contin- 
ue to cost millions more than is necessary. 
Recommendations: The Director of the Office of Manage- 
ment and Budget should: (1) require heads of Federal 
agencies to establish software quality assurance functions 
in their agencies; (2) more clearly define the responsibilities 
of agency heads and automatic data processing managers 
for the acquisition, management, and use of software tools 
and techniques; and (3) direct the establishment of coordi- 
nated Government-wide research and development for 

software tools and techniques which will include provision 
for disseminating information to all potential Federal users. 
Additionally, the Administrator of General Services should: 
(1) modify Federal Procurement Management Regulation 
10 l-35.206 to incorporate actions agencies should take to 
improve their applications software; (2) establish a set of 
standard tools for solving operational problems and pro- 
moting efficiency and economy; (3) require that certain 
standard inspections, using software tools, be done on 
contractor-developed software; and (4) establish a software 
tools category in the Federal Software Exchange Center 
and provide technical aid for the sharing of tools. Moreover, 
the National Bureau of Standards (NBS) should develop or 
adopt standards or guidelines for using software tools. 

Agency Comments/Action 

The General Services Administration (GSA) said that the 
Federal Computer Testing Center has begun a project for 
validating contractor-developed software as recommended, 
and that it will add a software tools category to its software 
exchange catalog as recommended. NBS said that it is now 
developing guidelines for tools and techniques, and work- 
ing with GSA as recommended. 

Appropriations 

Ail Federal agencies 

Appropriations Committee Issues 

The Committees should monitor agencies’ compliance with 
the recommendations. 
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DEFENSE-RELATED ACTIVITIES 

CASH MANAGEMENT 

Purchase Price of Strategic Petroleum Reserve OH Fair But Payment Timing Is Costly 
(i'SAL)-80-30, 43-8OJ 

Department of Defense and Defense Logistics Agency 

Budget Function: National Defense: Department of Defense - Procurement G Contracts (0058) 

The Defense Fuel Supply Center (DFSC) is responsible for 
buying oil for the Strategic Petroleum Reserve. According to 
Department of Energy expectations, the reserve will ulti- 
mately contain I billion barrels of oil at a cost of $22.6 bil- 
lion for the first 750 million barrels. A review was made of 
the cost of the 113 million barrels of oil purchased through 
June 33, 1979. 
FindingsXoncluslons: The prices paid were competitive 
with prices in commercial markets during the period re- 
viewed. However, the Defense Logistics Agency (DLA), 
which pays the DFSC bills, had not complied with Depart- 
ment of the Treasury regulations which require Federal 
agencies to refuse prompt payment discounts offering a 
rate of return below 9 percent per annum and to pay no bills 
sooner than due. This policy was designed to prevent agen- 
cies from accepting discounts whenever the discount of- 
fered is less than the Government’s cost of financing the 
payments. DL4 continued to take the uneconomical 
discounts and to pay invoices before they were due because 
DLA officials improperly calculated the rate of return of- 
fered, erroneousty believed they were required to take 
uneconomical discounts in certain circumstances, and did 
not have established procedures to deliberately forgo 
uneconomical discounts. Following current Treasury poli- 
cies could save the Government as much as $17.7 million 
over the remaining life of the Strategic Petroleum Reserve 
Program. An additional $18.5 million could be saved in 
crude oil costs if policies were instituted to require all agen- 
cies to consider the Government’s cost of money while 
evaluating bids and if the Treasury were to develop and 
periodically revise an estimate of the cost of money to be 
used during offer and payment evaluations. 
Recommendations: The Director of the Office of Manage- 
ment and Budget (OMB), in connection with the Secretaries 
of Defense and the Treasury and the Administrator of the 
General Services Administration (GSA), should (1) estab- 
lish, as a matter of policy, that agencies must consider the 
time value of money as part of their bid evaluation pro- 
cedures, and (2) establish and periodically update an index 
reflecting the Government’s current cost of money to be 
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used when evaluating prompt payment discounts and con- 
tract offers. The Secretary of Defense should direct the 
Director of DLA to establish regulations and procedures 
which assure that bills are not paid until due and 
uneconomical discounts are not taken. 

Agency Comments/Action 

DOD and GSA generally agreed with the recommenda- 
tions. However, OMB saw some difficulties in including the 
“time value of money” as bid evaluation factor. Treasury 
noted that, although it is in favor of measures taken by the 
agencies to give consideration to the time value of money 
in financial transactions, it generally opposes the use of 
current rates by agencies to evaluate competitive bids in- 
volving different terms for future payments. Instead, it 
prefers that consideration be given to the time value of mo- 
ney in procurement arrangements through the establish- 
ment of payment terms. It believes that by indicating the 
payment terms in the solicitation of bids, all bidders will be 
on the same basis with respect to the time value of funds 
and may submit their bids accordingly. 

Appropriations 

Strategic Petroleum Reserve - Department of Energy and 
various civil and defense agencies’ appropriations 

Appropriations Committee Issues 

Agency actions are needed to (1) assure that bills are not 
paid until due and uneconomical discounts are not taken, 
(2) establish that the time value of money is considered in 
bid evaluation procedures, (3) establish and periodically up- 
date an index reflecting the Government’s cost of money 
when evaluating prompt-payment discounts and contract 
offers. Prior to appropriating monies for the agencies, par- 
ticularly Treasury, OMB, Defense, Energy, and GSA, the 
Committees should evaluate the efforts being made to 
achieve these economies. 



DEFENSE-RELATED ACTMTIES 

COMMERCIAL ARMS SALES 

What Would Be the lmpacf of Raising or Repealing the Commercial Arms Sales Ceiling? 
(ID-x0-9. I-4-80) 

Departments of State and Defense, Arms Control and Dtsarmament Agency, and Defense Security Assistance Agency 

Budget Function: international Affairs: Foreign Information and Exchange Activities (0153) 
Legislative Authority: Arms Export Control Act. 

The ceiling on commercial arms sales was raised in 1979. 
The rationale for imposing the ceiling was to gain greater 
control and influence over arms sales to all but the closest 
allies of the United States. However, although the ceiling has 
complicated firms’ marketing and sales activities, its impact 
on sales has been limited and it has directly effected only a 
few manufacturers. Traditionally, significant sales have 
been on a Foreign Military Sales (FMS) basis keeping such 
sales in the government-to-government channel. Some 
State and Defense Department officials felt that the ceiling 
was important because it provided the Government with an 
opportunity for greater involvement in arms sales and 
deterred significant sales to nonexempt countries from the 
commercial channel. Others disagreed that FMS controls 
were better or that the ceiling was forcing sales into the 
FMS channel. 
Findings/Conclusions: GAO felt that Government influence 
over the sales process was greater when the Government 
was involved in the sale from the beginning, but did not be- 
lieve that the ceiling guaranteed such involvement. FMS is 
essentially a contracting method under which foreign 
governments negotiate with the U.S. Government rather 
than a commercial firm for price and delivery. The record 
shows that most exempt and nonexempt sales have been 
made on this basis. In addition, all significant commercial 
sales reviewed were split sales involving both FMS and 
commercial contracts. They were made with Government 
approval and often encouraged. Controls over arms sales 
generally did not distinguish between FMS and commercial 
sales. so the same officials reviewed both and the same cri- 

teria applied to both. A control added in 1977 required 
firms to seek approval before promoting significant defense 
equipment. This should provide the Government with an 
opportunity to either prevent a sale or to stipulate that the 
sale be negotiated on an FMS basis. Alternatives to the 
current ceiling include (1) raising it substantially or eiiminat- 
ing some equipment from the limitation: or (2) eliminating 
the ceiling but subjecting significant commercial sales to 
congressional review. Language could be added stating a 
preference for, but not requiring, FMS sales of major de- 
fense equipment. 

Agency Comments/Action 

Informal comments were obtained from the Departments 
of State and Defense and various U.S. companies con- 
cerned with commercial arms sales. Both the executive 
agencies and industry representatives characterized the re- 
port as objective and comprehensive. 

Appropriations 

No direct appropriations 

Appropriations Committee Issues 

The Committees should consider whether Congress should 
raise or eliminate the 1979 ceiling requiring weapon exports 
to go through foreign military sales channels if the sale is 
more than $35 million. 

113 

, .  . . , ,  .  .  “ ,  , ,  

.  ! - .  ,#, .“  .‘, ‘, 
I . . :  * ,  

’ . I , .  ; .  
‘,P,b ‘, ,  

, , . ,  * , ,ml , , , , , , / , ,~.  . , , ,  ,#,a* 3, , .u , ,  

;.I’_ , ,  , , ,  ‘., _ “‘;.. 
w . , ;  



DEFENSE-RELATED ACTMTIES 

COMMISSARIES AND EXCHANGES 

Military Commissaries: Justification as Fringe Benefit Needed; ConsolidaUon Can Reduce Dependence on Ap- 
propriaNons 
(FPCD-80-1, I-Y-80) 

Departments of Defense and the Air Force, and Office of Management and Budget 

Budget Function: National Defense: Defense-Related Activities (0054) 

Military commissaries, particularly the appropriated fund 
support for their operations, have been the subject of con- 
troversy for years. Questions have been raised concerning 
their justification, appropriated fund support, and manage- 
ment. 
Findings/Conclusions: Although the Congress originally in- 
tended that commissaries be operated only where food is 
not conveniently available at reasonable prices, in 1977 at 
least 109 of the 265 U.S. commissaries were in metropoli- 
tan areas. The services have not sufficiently justified the 
need for the existing magnitude of commissaries, nor have 
they substantiated their claims that they are needed as re- 
cruitment and retention benefits. For fiscal year 1978, com- 
missaries received an estimated $544 million in direct and 
indirect subsidies, and it is apparent that they are capable of 
assuming more of their costs, thereby reducing the tax- 
payers’ burden. The Congress has repeatedly requested im- 
provements in commissary management and operations, 
and studies have concluded that costs can be reduced and 
still result in improved service to commissary patrons. E- 
liminating the subsidies would give commissaries an incen- 
tive to operate much more economically and could result in 
savings in excess of those previously projected. Also, the Air 
Force is not complying with the requirement to partially 
offset appropriated civilian personnel costs with income 
from cents-off coupons since, it is not depositing the in- 
come in the correct Treasury account. 
Recommendations: The Secretary of Defense should: (1) 
determine whether a need exists to provide commissary 
benefits; (2) develop adequate data to support that need; (3) 
identify alternative programs that would meet that need; (4) 
perform a cost-benefit analysis to determine which alterna- 
tive would best meet the need; (5) develop realistic criteria 
to justify stores consistent with the demonstrated need, if a 
need is identified and commissaries are determined to be 
the most cost-effective means for meeting it; (6) develop 
and report to the Congress the justification for continuing 
commissary operations in consonance with revised criteria 
based on the demonstrated need and include the’impact of 
requiring commissaries not meeting the revised criteria to 
be self-sustaining; (7) direct the timely consolidation of the 
four separate commissary systems into one single agency; 
and (8) direct the Air Force Commissary Service to deposit 
income from redemption of cents-off coupons in the 
Treasury as miscellaneous receipts as required by law. The 
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Congress should: redefine the conditions under which 
commissaries may be operated, recognizing, if appropriate, 
any needs demonstrated by DOD; enact specific legislation 
expressing those conditions; and require conversion to a 
self-sustaining operation of all stores not meeting the new 
criteria. 

Agency Comments/Action 

DOD believes that it has developed sufficient justification 
for commissaries and the criteria it uses to authorize indi- 
vidual stores is consistent with its current demonstrated 
need. DOD will continue to use the criteria, despite the GAO 
critical evaluation contained in the report, because it also 
believes that it owes the active duty and retired personnel a 
commissary benefit of the current magnitude, and it further 
believes military personnel are underpaid and are economi- 
cally in need of the discount the commissaries provide. 
DOD disagreed that it has not reduced the level of appropri- 
ated funding of commissaries below that of 1975, because 
it has made many management improvements. It does 
agree that the appropriated fund subsidy has grown by 3.5 
percent, but attributes the rise of specific activities not under 
its control such as foreign base operating contracts and 
foreign national personnel hiring and pay constraints. DOD 
states it continues to study the advisability of commissary 
consolidation and other management improvements. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

The general provision requiring the Secretary of Defense to 
certify that commissaries are needed because goods are 
not otherwise available at a reasonable price and distance 
should be deleted in favor of authorizing legislation based 
on a demonstrated need for commissaries. DOD has not 
decreased the level of appropriated fund support for com- 
missaries (inflation recognized), despite strong direction 
from Appropriations and Appropriations Conference Com- 
mittees and its own efforts to improve commissary 
management. 



DEFENSE-RELATED ACTMTlES 

FOREIGN MILITARY SALES 

Centralization: Best Long-Range Solution to Financial Management Problems of the Foreign Military Se/es Pro- 
gram 
(fGMSP)-79-33. 5-17-7Y) 

Departments 01 Defense and the Army, Navy, and Air Force 

Budget Function: Financial Management and Information Systems: Review and Approval of Accounting Systems (1102) 
Legislative Authority: International Security Assistance and Arms &port Control Act of 1976. (22 USC. 2751 et seq.). 

For many years, the Department of Defense (DOD) has ex- 
perienced serious financial management problems with re- 
gard to accounting, billing, and collecting for its foreign mil- 
itary sales program. Those problems have resulted in the 
failure to charge other governments hundreds of millions of 
dollars, and in the inability to properly account for what has 
been done with billions of their dollars. 
Findings/Conclusions: DOD has not had an adequate 
program-wide financial management plan since the 
program’s inception. Each military department and the 
Security Assistance Accounting Center designed their own 
systems, which have not provided accurate or timely data. 
As a result, DOD is unable to provide foreign governments 
with a proper accounting of how their money was spent. 
Policy implementation has been inconsistent and attempts 
at standardization have failed. Although some improve- 
ments have been made, progress has been slow and many 
longstanding problems remain uncorrected. 
Aecommendallons: The Secretary should strengthen the 
existing steering committee by designating the Assistant 
Secretary of Defense (Comptroller) as head and by requir- 
ing that military department comptrollers and other respon- 
sible managers of the program be represented. This com- 
mittee should be capable of monitoring the implementation 
of any new or improved systems. Congress should require 
the Secretary of Defense to produce a plan for centralizing 
the accounting and financial management of the foreign 
military sales program to assure that all costs properly 
chargeable to the program are fully recovered. The plan 
should include: obligation and expenditure accounting and 
disbursing of funds; specification of the central 
organization’s responsibilities, as well as support required 
from other organizations; establishment of detailed policies 
and procedures; definition of systems requirements; iden- 
tification of personnel needs; establishment of milestones 
for development, testing and implementation; and provi- 

sions for oversight by the Comptroller General. 

Agency Comments/Action 

Defense supported the basic objective of the report that the 
financial management of the foreign military sales program 
needs strengthening. They believe, however, that present 
Department actions to improve its systems will result in the 
improvements envisioned by the GAO recommendation to 
centralize accounting and financial management for the 
program. The Department said that a long-range objective 
is to have the Security Assistance Accounting Center as- 
sume accounting and disbursing for most foreign military 
sales transactions, an action in line with the GAO recom- 
mendation on centralization. The Department did not 
specifically comment on the GAO recommendation to 
strengthen the existing foreign military sales steering com- 
mittee. 

Appropriations 

Foreign military sales - Department of Defense, the Army, 
Navy, Air Force 
Procurement, operation and maintenance, military person- 
nel, research and development, test and evaluation - De- 
partment of Defense 

Appropriations Committee issues 

The House Appropriations Committee in its report (H.R. Re- 
port 96-450, September 20, 1979) on the Defense Depart- 
ment’s fiscal 1980 appropriation bill agreed with the GAO 
recommendation on centralization. The Committee man- 
dated that Defense submit a plan to the Committee for cen- 
tralizing the accounting and financial management for 
foreign military sales. The Security Assistance Accounting 
Center is now testing the centralization concept. 
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DEFENSE-RELATED ACTMTIES 

FOREIGN MILITARY SALES 

Correct Balance of Defense’s Foreign Military Sales Trust Fund Unknown 
(FGMSD-80-47, 6-3-80) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: Financial Manaqement and Information Systems: Accounting Systems in Operation (1101) 
Lag~lative Authority: DOD instruction 2 140.3. 

A report was undertaken on the accounting differences 
between cash balances reported to foreign customers by 
the Department of Defense (DOD), and cash balances car- 
ried in those customers’ trust fund accounts for all services, 
and on financial management problems DOD experienced 
in the administration of the Foreign Military Sales Program. 
FindIngsConclusIons: Specifically, GAO found that as of 
September 30. 1979, detailed accounting records for 
foreign military sales customers differed by $1.5 billion 
from trust fund records showing cash on hand. After con- 
sidering normal processing delays, system deficiencies, and 
identifiable accounting errors, unexplained differences were 
still about $390 million. GAO was unable to determine the 
cause of these differences because DOD activities have not 
routinely reconciled all key accounting records. Unless and 
until these differences are explained, the correct cash bal- 
ances held in trust for 97 foreign customers cannot be 
determined. 
Recommendations: In the short range, the Secretary, DOD, 
should direct the military departments and the Security As- 
sistance Accounting Center to establish adequate control 
over customer trust funds by: (1) identifying and correcting 
existing differences in trust funds and supporting detailed 
sales records; and (2) enforcing DOD policies requiring 
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reconciliation of key accounting records so that unex- 
plained differences will not arise in the future. In the long 
range, the Secretary, DOD, should continue actions to cen- 
tralize foreign military sales accounting and disbursing as 
the most viable alternative to finally resolve DOD foreign 
military sales accounting and financial management prob- 
lems. 

Agency Comments/Action 

DOD agreed with the short range recommendations. It de- 
ferred making a decision on the long-range recommenda- 
tions of centralizing accounting and disbursing while it tests 
the degree to which centralization is feasible. 

Appropriations 

Foreign military sales - Air Force, Army, Navy 

Appropriations Committee Issues 

DOD is keeping the Committees informed of its progress in 
testing the degree to which centralized accounting and dis- 
bursing are feasible. 
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DEFENSE-RELATED ACTMTIES 

FOREIGN MILITARY SALES 

The Defense Department Continues lo Subsidize the Foreign Military Sales Program by Not Charging for Nor- 
mal inventory Losses 
(FGMSD-79-31, 5-15-79) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Leglslatlve Authorlty: International Security Assistance and Arms Control Act of 1976 (P.L. 94-329). DOD Instruction 
2140.1. 

In 8 years, Department of Defense (DOD) sales of military 
items to foreign countries have risen from $953 million to 
s 13.5 billion. DOD has included the following provisions in 
its standard sales contract: item prices set at their total cost 
to the Government; price increases of 10 percent or more 
announced in advance to purchasing countries; and agree- 
ment by foreign governments to reimburse the United 
States for costs exceeding estimates in sales agreements. 
Besides major articles, such as tanks and planes, DOD sells 
secondary items to foreign governments. These are either 
stock fund items (low-cost, expendable articles) or non- 
stock fund items (generally reparable and nonexpendable), 
which may be purchased by foreign governments through 
the supply support arrangements by which nations invest in 
DOD inventories, or other sales agreements. DOD incurs 
normal inventory losses in secondary item inventories due 
to damage, deterioration, pilferage, disposal of excess 
items, and obsolescence. Normal inventory losses in arti- 
cles stored for purchase are charged against the purchas- 
ing country, but surcharges have only been assessed for 
this purpose on stock fund sales. 
FlndingslConclualons: As of February 1979, the Army and 
Navy had made little effort to identify or recover inventory 
losses and DOD is consequently losing millions of dollars. 
The Air Force is not yet charging foreign governments for 
inventory losses, but it identified over $480 million of such 
losses in fiscal year 1978 and has developed two alterna- 
tives for assessing foreign governments for their fair share 
of these losses: pro-rata charges for each country’s share of 
the total loss and surcharges placed on items withdrawn 
from inventory. DOD has consistently failed to recover all 
costs because of a lack of effort to insure proper implemen- 
tation of pricing policies. Nearly 10 years have elapsed since 
DOD first issued instructions that these costs be recovered, 
with a notable lack of response from the military services. 
Surcharges and adjustments to undercharges are possibte 
means of recovering the value of lost items, and action 
must be taken before losses continue to grow. Many foreign 
governments purchase nonstock fund items through sales 
agreements not covered by supply support arrangements, 
although inventory losses from these sales are not legally 
recoverable and the purchasing nations are the only benefi- 
ciaries of the arrangement. 
Recommendations: The Secretary of Defense should direct 
that DOD prescribe uniform procedures for charging 

foreign governments for normal inventory losses based on 
the use of inventory and the military services should imple- 
ment them without delay. The Secretary should also direct 
the military services to make a reasonable attempt to identi- 
fy and recover undercharges resulting from costs of normal 
inventory losses that are not recovered. Congress should 
amend the Arms Export Control Act to require that normal 
inventory losses be recovered on all sales to foreign govern- 
ments from DOD inventories. 

Agency Comments/Action 

The Department of Defense agreed that additional internal 
controls are needed to enforce compliance with established 
Department pricing requirements for foreign military sales 
and indicated they are revising their internal procedures. 
They agreed to attempt to identify and recover under- 
charges resulting from costs of normal inventory losses that 
were not recovered retroactive to fiscal year 1977. They did 
not agree with the recommendation to charge for normal 
inventory losses based on the use of inventory. Instead, 
they held to their position that such losses should be 
recovered based on the estimated on-hand portion of sup- 
ply support arrangement nonstock fund items. Further, the 
Department disagreed with the recommendation to 
Congress to revise the Arms Export Control Act to require 
that normal inventory losses be recovered on all sales to 
foreign governments from defense inventories. 

Appropriations 

Foreign military sales - Department of Defense, Army, Navy, 
Air Force 
Procurement - Department of Defense 
Operation and maintenance - Department of Defense, 
Army, Navy, Air Force 

Appropriations Committee Issues 

This report is another example of the continuing problems 
Defense has had in pricing and billing for all costs of the 
foreign military sales program. The House Appropriations 
Committee discussed the problem in its report on 
Defense’s 1980 appropriation request. 
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DEFENSE-RELATED ACTMTIES 

FOREIGN MILITARY SALES 

Financial and Legal implications of Iran’s Cancellation of Arms Purchase Agreements 
(FGMSD-79-47, 7-25-79) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislatlve Authorlty: Arms Export Control Act (22 USC. 2762). 22 USC. 2791. 31 USC. 724a. 

Questions were raised by members of Congress concern- 
ing the recent cancellation of foreign military sales con- 
tracts by the Iranian government, the legal requirements of 
the foreign military sales program, and the fiscal responsi- 
bility and liability of the United States for canceled contracts. 
The report responds to these questions and provides finan- 
cial information from the accounting records of the Depart- 
ment of Defense (DOD) concerning the sales program. 
Flndlngs/Concluslons: On February 3, 1979, the Iranian 
government cancelled $6.6 billion of its $12.6 billion of un- 
delivered military sales orders. The Arms Control Act and 
Defense regulations permit foreign governments to pur- 
chase Defense articles and services if they agree to pay the 
full amount of all contracts entered into on their behalf. 
They must agree to meet progress payments required by 
the contractor and to cover any damages and costs arising 
from the cancellation of a contract entered into for them. 
However, foreign countries are only required to make such 
payments at the time they are due, as opposed to making 
them at the time they accrue. These funds are placed in a 
trust fund, which, in the case of Iran, was estimated at $640 
million when the sales orders were cancelled. By June 30. 
1979, this amount was estimated at $112 milliob, with the 

current disbursement rate being about $125 million a 
month. Controls do exist in the contract administration 
process of DOD to insure that payments from the trust fund 
are made or@ for justifiable contractor costs. However, for 
years DOD has experienced serious accounting and finan- 
cial management problems with regard to the foreign mili- 
tary sales program. Some of the production contracts have 
not been entered into and some that have, have been 
diverted to second buyers, thus avoiding potential termina- 
tion costs estimated at $245 million. However, if DOD stops 
making payments to defense contractors, the likely result 
would be the filing of lawsuits against the United States for 
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the unpaid amounts, and the liability of the United States 
would have to be resolved in the courts. 
Recommendations: The Congress should consider legisla- 
tion to assure that liability does not fall on the United States 
in the case of future cancellations of foreign sales agree- 
ments. Until Congress has had an opportunity to consider 
legislative changes, the Secretary of Defense should assure 
that adequate termination costs are included in foreign gov- 
ernment payment schedules, as Defense now requires, and 
direct that amounts collected for potential contract termina- 
tion be segregated in the trust fund. 

Agency Comments/Action 

The Department of Defense is not maintaining separate ac- 
counts for termination costs as recommended. Defense 
has reemphasized to the military departments the need to 
include termination costs in payment schedules. However, 
Defense does not agree that legislation is required to assure 
calculation and identification of termination liability funds in 
the trust fund accounts as recommended. 

Appropriations 

Foreign military sales - Department of Defense, Army, Navy, 
Air Force 
Procurement - Department of Defense 
Operation and maintenance - Department of Defense 
Military personnel - Department of Defense 

Appropriations Committee Issues 

The Committees need to insure that Defense follows 
through with its action to include potential termination costs 
within the foreign government payment schedule to assure 
that financial liability does not fall on the United States in the 
case of future cancellations of foreign sales agreements. 
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DEFENSE-RELATED ACTMTIES 

FOREIGN MILITARY SALES 

How Military Sales Trust Funds Operate: Saudi Arabian and Iranian Funds Compared 
(FGMSD-80-26, l-28-80) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Funcllon: Financial Manaaement and Information Systems: Accounting Systems in Operation (1101) 
Legiktive Authority: Arms EIxpoG Control Act. 

The Department of Defense (DOD) is requiring the military 
departments to estimate potential termination liability 
reserves for foreign military sales agreements. A report dis- 
cussed the Saudi Arabian, Iranian, and other military sales 
trust funds and the need for a central clearinghouse con- 
trolling disbursements from military sales trust funds. 
Flndlngs/Conclusions: Since 1970, DOD has normally re- 
quired foreign customers to pay, in advance, an amount 
sufficient to cover, at all times, all costs and damages asso- 
ciated with a sales agreement including potential termina- 
tion costs. The military services have not uniformly imple- 
mented that policy. Information gathered in 1979 will deter- 
mine the amount of funds necessary to protect the financial 
interests of the United States should future cancellations 
occur. Until such funds are collected, the financial interests 
of the United States will not be fully protected. 
Recommendations: The Secretary of Defense should en- 
sure that: (1) the military departments uniformly implement 
DOD procedures for computing termination liability 
reserves; (2) payment schedules include adequate termina- 
tion liability reserves and foreign governments are promptly 

billed; and (3) collections for possible contract termination 
be segregated in the trust fund and not used for routine 
contractor payments. 

Agency Comments/Action 

Defense agreed to ensure that military services correctly 
compute termination liabilities and include the amounts in 
billings, but Defense did not agree to segregate these col- 
lections in trust fund accounts. 

Appropriations 

Foreign military sales - Army, Navy. Air Force 

Appropriations Committee Issues 

The Committees should determine that DOD has imple- 
mented the GAO recommendations in order to prevent the 
United States from having to pay for cancellations of foreign 
military sales agreements. 
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DEFENSE-RELATED ACTMTIES 

FOREIGN MILITARY SALES 

Improperly Subsidizing the Foreign Military Sales Program--A Continuing Problem 
(FGMSD-79-16. 3-22-79) 

Departments of Defense and the Army, Navy, Air Force, and Defense Logistics Agency 

Budget Function: Miscellaneous Financial Management and Information Systems (1002) 
Leglslatke Authority: International Security Assistance and Arms Export Control Act of 1976 (22 U.S.C. 2 151). Foreign Mil- 
itary Sales Act of 1968 (22 USC. 2761). DOD Instruction 2140.1. DOD Instruction 2140.3. 

Over the past decade, GAO has issued numerous reports 
on the Department of Defense’s continued failure to recov- 
er all costs incurred for foreign military sales. The primary 
causes of this failure have been inadequate implementation 
of Defense’s pricing policies by the military departments 
and Defense agencies, and insufficient followup or monitor- 
ing of actual cost recovery practices by Defense policy- 
makers. As a result, the foreign military sales program has 
been subsidized by hundreds of millions of dollars, a prac- 
tice which the Congress wants the Defense Department to 
avoid. 
Findings/Conclusions: Defense failed to recover, as re- 
quired, up to an estimated $370 million during the last 6 fis- 
cal years for quality assurance services performed by U.S. 
Government employees on items sold to foreign govern- 
ments. Congress, in passing the Arms Export Control Act 
of 1976, intended that indirect as well as direct costs of 
goods and services sold to foreign governments be 
recovered so that the foreign military sales program would 
not be subsidized by Defense appropriations. Further, since 
1973, the Government-provided quality assurance services 
have been specifically identified in Defense pricing instruc- 
tions as a recurring support cost to be recovered. Since at 
least 1970, Defense pricing instructions have required that 
items sold to foreign governments be priced to recover the 
full Defense contract costs. Defense Department officials 
indicated that full Defense contract costs should include 
Government-provided quality assurance services. Until the 
Department expands its efforts to insure that its pricing poli- 
cies are effectively implemented, the full recovery of costs 
cannot be assured, and the foreign military sales program 
will continue to be subsidized. 
Recommendations: Congress should require the Secretary 
of Defense to provide a plan for overcoming the foreign 
military sales pricing problems. The plan should specify any 
organizational changes that will be made and set forth the 
number of additional personnel to be assigned tq these ac- 
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tivities. If the Secretary determines that the expanded staff 
cannot be provided from present resources, then he should 
request an increase in the Department’s personnel ceiling. 
The Secretary of Defense should: assign specific responsi- 
bility for ensuring effective and consistent implementation 
of foreign military sales pricing policies to a new or existing 
organization that can be sufficiently freed from other work 
to carefully follow up or monitor implementation of the poli- 
cies in pricing systems; develop and implement practical 
procedures to recover the cost of Government-provided 
quality assurance; and direct responsible organizations to 
make a reasonable attempt to identify and recover under- 
charges on foreign sales resulting from nonrecovery of the 
costs of Government-provided quality assurance services. 

Agency Comments/Action 

The Department of Defense did not agree with the recom- 
mendation relating to a new or existing organization to fol- 
low up or monitor implementation of policies in pricing sys- 
tems. Defense indicated that corrective actions have been 
initiated relating to the other recommendations. A report to 
the Secretary of Defense was issued rebutting Defense’s 
position on the former recommendation and commenting 
on the corrective actions relating to the other recommenda- 
tions. The Committee reduced the fiscal year 1980 request 
by $32 million in operation and maintenance. 

Appropriations 

Operation and maintenance - Department of Defense, 
Army, Navy, Air Force, Defense Logistics Agency 

Appropriations Committee Issues 

The Committee needs to insure that Defense is taking ef- 
fective action to recover all costs incurred on foreign mili- 
tary sales. 



DEFENSE-RELATED ACTMTIES 

FOREIGN MILITARY SALES 

improvements Needed in Accounting for Foreign Student Participation in Defense Training Programs 
IFGMSD-80-58, 5-7-80) 

Departments of Defense, the Air Force, the Army, and the Navy, and Defense Security Assistance Agency 

Budget Function: Financial Management and information Systems: Accounting Systems in Operation (1101) 
Leglslatlve Authority: Arms Export Control Act. 

Due to the concern that increases in the cost of military 
training for foreign nationals may have been discouraging 
them from participating in Department of Defense (DOD) 
training programs, a comparison was made of trends for 
participating students and countries, and the tuition rates 
charged. While data for the Foreign Military Sales Training 
Program were only available for the years 1976-1979, the 
review compared trends over the past decade of enrollment 
and costs under the International Military Education and 
Training Program. A previous report contained the statistics 
developed during the reveiw, and this final response to the 
request discusses the deficiencies disclosed. 
Flnd~ngs/Conclusions: DOD does not have an adequate 
system to record and report the number of foreign students 
trained. The DOD system maintains data on the number of 
foreign students programmed for training and is not always 
adjusted to reflect the actual number of students trained. 
Because of this deficiency, Defense is not reporting accu- 
rate information on the actual number of students trained. 
Neither Congress nor DOD is aware of the total cost of 
operating DOD programs for the training of foreign military 
personnel. DOD does not have an accounting system to ac- 
cumulate and report the amount of costs incurred but not 
charged in the training of foreign military students in the 

International Military Education and Training Program. Until 
DOD accumulates these costs, the reported value of train- 
ing provided under these programs will be understated. To 
give Congress a better idea of the total program costs, all 
costs not charged should be reported. 
Recommendations: The Secretary of Defense should estab- 
lish procedures requiring the military services to promptly 
report to the Defense Security Assistance Agency accurate 
data on the actual number of students trained. He should 
also establish an accounting system to enable the Agency 
to determine the amount of costs incurred but not charged 
by DOD in training foreign students under the International 
Military Education and Training Program. 

Appropriations 

Foreign student training - Air Force, Army, Navy, Defense 
Security Assistance Agency 

Appropriations Committee Issues 

The Committees should determine the extent to which the 
Defense Department has implemented the recommenda- 
tions and thus will be aware of the total cost of operating 
Defense programs for training foreign military personnel. 

121 



DEFENSE-RELATED ACTIVITIES 

FOREIGN MILITARY SALES 

Rebuttal of Defense Compffoller’s Reply to Qualify Assurance Cost Report 
(FGMSD-80-2, 12-3-70) 

Departments of Defense, the Army, the Air Force, and the Navy, and Defense Logistics Agency 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 

In a report dated March 22, 1979, GAO disclosed that dur- 
ing the past 6 fiscal years the Department of Defense 
(DOD) had not charged an estimated $370 million For qual- 
ity assurance services provided on items sold to foreign 
countries, even though recovery of costs for these services 
had been required since 1970. Failure to recover the costs 
resulted from inadequate implementation of pricing policies 
by the military departments and Defense agencies, and in- 
sufficient followup or monitoring of the departments’ and 
agencies’ actions by DOD policymakers. GAO recommend- 
ed in its report that responsibility for insuring effective and 
consistent implementation of foreign military sales pricing 
policies should be assigned to an organization which could 
follow up and monitor implementation of foreign military 
sales pricing policies. The Assistant Secretary of Defense 
did not accept this recommendation because: (1) followup 
to assure compliance with Defense policies should be the 
responsibility of internal audit staffs, inspector general 
teams, and financial quality assurance organizations, and 
(2) he believed that a new foreign military sales 
“audiUinspection” organization would not be the most effi- 
cient use of available personnel. Further, he questioned the 
estimate of up to $370 million in costs not recovered for 
quality assurance services, but advised that corrective ac- 
tion had been initiated to recover those costs and to avoid 
incurring future deficits. Cumulative foreign military sales 
since 1972 have totaled about $70.2 billion, and during that 
time GAO has issued 30 reports on deficient accounting, 
billing, and collecting on foreign military sales. Since 1976 
over $1 billion in unrecovered costs on selected sales cases 
have been identified. GAO believes that corrective action is 
long overdue, and that DOD should provide sufficient 
resources to ensure that its pricing policies are effectively 
implemented. 
Findings/Conclusions: The Assistant Secretary of Defense 
believes that the GAO estimate of $370 million in un- 
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recovered quality assurance services costs may be overstat- 
ed. However, DOD has no statistics to show the amount of 
quality assurance spent on foreign military sales items, and 
this lack of information strongly indicates a deficient ac- 
counting system. To obtain a rough approximation of the 
quafity assurance costs incurred, GAO determined the ratio 
of the dollar values of foreign military sales acceptances to 
Defense procurement appropriations and multiplied that by 
the cost of the regions’ quality assurance for fiscal years 
1973 through 1978. The resulting estimate of $370 million 
represented an average of 57 cents for each sales dollar. 
DOD examined a random sample of 100 contracts and es- 
timated quality assurance costs at 48 cents per sales dollar; 
thus, the GAO estimate and the results of the DOD estimate 
were not appreciably different. There is no doubt that the 
amount of the underrecoupment for quality assurance is 
substantial. Since fiscal year 1976, the Defense Logistics 
Agency (DL4) has identified $16 million in quality as- 
surance costs on foreign military sales items, but this 
amount represents only 2 percent of the DLA’s quality as- 
surance efforts. Since the military services are responsible 
for quality assurance at only 36 of about 20,000 Defense 
contractor plants, the services were notified to honor the 
DLA billings for quality assurance provided on foreign mili- 
tary sales items. 

Appropriations 

Foreign military sales - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should insure that Defense is taking effec- 
tive action to recover all costs incurred on foreign military 
sales. 



DEFENSE-RELATED ACTMTIES 

INTERNAL AUDITS 

The Army inspector General’s Inspections--Changing From a Compliance to a Systems Emphasis 
(FGMSD-80-1, 10-30-79) 

Departments of Defense and the Army 

Budget Function: National Defense: Defense-Related Activities (0054) 

GAO reviewed the Army’s inspector general operations and 
found several ways of strengthening its inspection system. 
Findings/Conclusions: The thrust of inspections by Army 
personnel at lower organizational levels should be changed. 
Inspection reports below the headquarters level contained 
many nonmission related, insignificant findings. Causes of 
problems were often not developed because the inspec- 
tions superficially covered many broad subjects in a very 
short time. The thrust of the inspections should be shifted 
from a compliance approach to one which would identify 
problems by tracing them through the system. Some lower 
level inspector general offices relied heavily on temporary 
inspectors who took part in the inspections and returned to 
their regular jobs. This resulted in reduced objectivity. More 
use of civilian personnel in professional positions is needed. 
Overinspection and duplication are problems. The Depart- 
ment of Defense policy regarding the release of Inspector 
General reports as implemented by the Army for this review 
seemed a workable method for reviewing and obtaining 
copies of closed Army inspection reports. 
Recommendations: The Secretary of the Army should issue 
directives to lower level inspectors general: on the systemic 
approach to inspections, the need to identify causes of 
problems, the inadvisability of reporting minor deficiencies, 
and the need to allow adequate time for a thorough inspec- 
tion. The Secretary should require that before temporary in- 
spectors conduct inspections: they be provided guidance 
and training on their role as inspectors, that their work be 
monitored to promote objectivity, and that they be selected 

from activities that do not have routine working relation- 
ships with the unit to be inspected. The Secretary should 
also require that more civilians be placed in professional 
positions as much as possible; and clearly define the func- 
tions of inspection, internal review, and internal audit, and 
eliminate duplication and overlap. Where duplication and 
overlap are deemed necessary, the Secretary should, re- 
quire that the group preforming an evaluation review and 
consider the work of any group. Also, inspections should be 
conducted on a no-notice or limited notice basis to the 
greatest extent possible. 

Agency Comments/Action 

The Department of the Army generally concurred with the 
conclusions and recommendations. The House Govern- 
ment Appropriations Committee is using this report to help 
determine whether to create an overall Inspector General 
for the Department of Defense. 

Appropriations 

Military personnel - Department of the Army 

Appropriations Committee Issues 

Substantial resources could be saved or redirected if the 
Army reduced overinspection and duplication, used more 
civilian inspectors, and improved the training and oversight 
of temporary inspectors. 
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DEFENSE-RELATED ACTMTIES 

INTERNAL AUDITS 

Defense Logistics Agency lnspecfor General lnspecfions Should Change From a Compliance to a Systems Ap 
preach 
(FGMSD-80-21, 12-27-79) 

Defense Logistics Agency and Defense Audit Service 

Budget Function: National Defense: Defense-Related Activities (0054) 
Legklatlve Authorlty: Inspector General Act of 1978 (P.L. 95-452). 

A review was made of the inspector general operations in 
the Air Force, Army, Navy, Marine Corps, and the Defense 
Logistics Agency (DLA). The DLA has no audit capability of 
its own and receives only limited audit coverage from the 
Defense Audit Service. This lack of audit coverage in- 
creases the need for a strong inspection system. Inspection 
reports provide some valuable information; however, the 
majority of them are compliance oriented and contain 
many minor findings. 
Findings/Conclusions: Inspections can be improved by 
directing them more toward identifying significant systems 
problems. Duplication between the Inspector General, the 
Defense Audit Service, and other review groups is not a 
problem. However, the Inspector General does not have an 
adequate feedback system for determining the Service’s 
responsiveness to audit requests submitted by the Inspector 
General. The Defense Logistics Agency inspection system 
is totally centralized with all inspection personnel reporting 
to the Inspector General. Temporary inspectors represent 
less than 2 percent of the total inspection staff-days 
charged. Using more temporaries could allow for more fre- 
quent inspection coverage and provide other advantages. 
The Department of Defense has implemented a new policy 
for releasing Inspector General reports and records to GAO. 
and the new method has proven to be satisfactory. 
Recommendations: The Director of DLA should direct his 
Inspector General to: (1) modify his inspections by concen- 
trating more on systems problems, developing causes of 
these problems, and reducing reporting of minor deficien- 
cies; (2) establish a system for identifying which audit re- 
quests submitted to the Defense Audit Service are not being 

addressed, so the Inspector General can identify areas 
which he or other Agency activities should inspect; and (3) 
increase the use of temporary inspectors as a means of 
providing more frequent /nspection coverage. Temporary 
inspectors should be provided guidance and training on 
their role as inspectors, their work should be monitored to 
promote objectivity, and they should not have a routine 
working relationship with the inspected unit. 
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Agency Comments/Action 

The Defense Logistics Agency generally concurred with the 
conclusions and recommendations. The House Govern- 
ment Appropriations Committee is using this report to help 
determine whether to create an overall Inspector General 
for the Department of Defense. 

Appropriations 

Military personnel - Defense Logistics Agency 

Appropriations Committee Issues 

Substantial resources could be saved or redirected if the 
Defense Logistics Agency (DLA) reduced reporting of 
minor deficiencies and shifted inspection emphasis to iden- 
tifying and reporting causes of significant problems. The 
potential for fraud, waste, and abuse at DL4 functions, cou- 
pled with the decrease of audit coverage of these activities, 
further dictates the need for the Inspector General to modify 
his inspection approach. 



DEFENSE-RELATED ACTMTIES 

tNTERNAL AUDITS 

GAO Nncilngs on Federal internal Audit-A Summary 
(FGMSD-80-39, 5-27-80) 

Department of Defense 

Budget Function: Financial Management and Information Systems: Internal Audit (1103) 

Federal internal audit organizations save the Government 
billions of dollars each year. However, not all of their work is 
as effective as it could be, and internal audit problems have 
kept the Government from realizing the full benefit of their 
work. 
Findlngs/Concluslons: Problems in Federal audit organiza- 
tions include: low priority on preventing and detecting fraud, 
insufficient financial auditing, inadequate and insufficient 
audits of grants and contracts, a need for more computer 
auditing, poor followup on findings, and insufficient staff. 
The establishment of the Inspector General Offices and oth- 
er recent improvements have the potential to strengthen 
Government auditing, but it is too early to say whether their 
efforts will correct all deficiencies. GAO will continue to 
work with internal audit and Inspector General organizations 
and will advise Congress of any further actions needed to 
solve these problems. 

Agency Comments/Action 

To date, the Office of Personnel Management has com- 

mented that it is using the report to improve its internal au- 
dit activities, specifically in the areas of financial auditing, 
grant and contract auditing, and computer auditing. 

Appropriations 

internal audit activities - All Federal departments and agen- 
cies 

Appropriations Committee Issues 

Although Federal internal audit organizations save the Gov- 
ernment billions of dollars each year, not all of their work is 
as effective as it could be, and internal audit problems have 
kept the Government from realizing the full benefit from 
their work. Although many actions have been initiated to 
solve these problems, their ultimate success cannot be 
predicted. GAO will continue to work with internal audit and 
Inspector General offices and will advise the Congress of 
any further actions needed to solve the problems discussed 
in this report. 
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DEFENSE-RELATED ACTIVITIES 

INTERNAL AUDITS 

The Marine Corps Inspection System Should Use Resources More Efficiently 
(FGMSlMO-20, 12-20-79) 

Departments of the Army, the Air Force, and the Navy, U.S. Marine Corps, and Defense Logistics Agency 

Budget Function: National Defense: Defense-Related Activities (0054) 
Legislative Authority: Inspector General Act of 1978 (P.L. 95-452). 

The Inspector General of the Marine Corps conducts in- 
spections and investigations as directed by the Comman- 
dant, and audits all Marine Corps nonappropriated fund ac- 
tivities except exchanges. The objectives of the inspection 
program are to evaluate: leadership and the use of 
resources: welfare, morale, and discipline; compliance with 
Marine Corps policies and procedures; work practices and 
safety and health conditions; and local inspection pro- 
cedures. The Inspector General inspected 271 activities in 
fiscal year 1978 using the 1 I full-time inspectors heavily 
aided by temporary inspectors from other Marine Corps ac- 
tivities. Also, the Inspector General’s Field Audit Service au- 
dited the accounting practices of I46 nonappropriated fund 
activities with a total revenue of about $94 million. 
Flndlngs/Concluslons: The Marine Corps Inspector 
General’s Field Audit Service can save about $1 million an- 
nually by eliminating overstaffing; GAO identified 42 of 122 
positions that could be cut or reassigned without hurting 
operating capability. The thrust of reports are compliance 
oriented, contain insignificant findings, and usually do not 
develop the causes of problems disclosed during inspec- 
tions. Staff could be used more effectively by reducing the 
frequency of noncombat force inspections which are twice 
as frequent as the combat force inspections. The extensive 
use of temporary inspectors just invites problems. The Field 
Audit Service should consist primarily of qualified civilians, 
thereby bringing the Marine Corps more in line with the De- 
partment of Defense policy of filling each position with a ci- 
vilian unless it can be proven that a military person is re- 
quired. This could also save money since civilian personnel 
cost less than military personnel. Overinspection and dupli- 
cation are additional problems. 
Recommendations: The Secretary of the Navy should direct 
the Commandant of the Marine Corps to: reduce the au- 
thorized staffing level of the Field Audit Service by 42 posi- 
tions; analyze the structure of the Field Audit Service with 
the intent of further reducing authorized staff; revise the 
Field Audit Service staffing criteria so that individual posi- 
tions, not teams of auditors, are authorized commensurate 
with the workload; modify the Inspector General’s approach 
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to inspections so that causes of significant problems are 
determined by tracing them throughout the system, includ- 
ing headquarters levels, with the Inspector General consid- 
ering an inspection approach similar to that of the Army In- 
spector General; reduce the frequency of noncombat unit 
inspections; require that temporary inspectors’ work be 
monitored to promote objectivity and that temporaries 
come from units that do not have a routine working rela- 
tionship with the unit to be inspected; require that some of 
the inspection and most of the Field Audit Service positions 
be staffed with qualified civilians to the greatest extent pos- 
sible; coordinate the work of the Inspector General and oth- 
er review groups to eliminate duplication and require that 
the various review groups use each other’s work to reduce 
the scope of their efforts; and consider conducting no- 
notice or limited notice inspections which might give a 
more accurate picture of the units’ status. 

Agency Comments/Action 

The U.S. Marine Corps generally concurred with the conclu- 
sions and recommendations. The House Government Ap- 
propriations Committee is using this report to help deter- 
mine whether to create an overall Inspector General for the 
Department of Defense. 

Appropriations 

Military personnel - U.S. Marine Corps 

Appropriations Committee Issues 

Substantial resources could be saved or redirected if the 
Marine Corps Inspector General’s Field Audit Service abol- 
ished one-third of its positions. Further improvements 
could be made if the Marine Corps made fewer noncombat 
activity inspections, reduced overinspection and duplica- 
tion, used more civilians, and developed causes of prob- 
lems rather than reporting on compliance with rules and re- 
gulations. 
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DEFENSE-RELATED ACTMTIES 

INTERNAL AUDITS 

The Navy’s inspection System Could Be Improved 
(FGMSD-M-23, 12-26-79) 

Department of the Navy 

Budget Function: National Defense: Defense-Related Activities (0054) 

The Naval Inspector General inspection system is much 
smaller than the Air Force or Army systems and covers only 
about 20 percent of the Navy’s activities; the other activities 
are inspected by individual commanders. Both groups rely 
extensively on temporary inspectors who normally are taken 
from the headquarters staff offices of the activity conduct- 
ing the inspection. 
FlndlngsiConcluslons: The Naval inspection system differs 
from the Air Force and Army systems whose headquarters 
and command-level inspection staffs inspect the lower lev- 
els of their organizations. The Navy relies on each level 
within the chain of command to inspect its immediate 
subordinates. Generally the Inspector General does not re- 
ceive copies of lower level inspection reports, and signifi- 
cant problems these inspections disclose are not referred to 
him. While this highly decentralized system provides some 
formal oversight of Naval activities and prevents duplication 
of inspections by different levels, it could be more effective. 
If the headquarters Inspector General expanded his inspec- 
tions to include lower level Navy activities, the Secretary of 
the Navy and the Chief of Naval Operations would get an 
independent assessment of the units’ condition and a better 
overall picture of the state of the command. Additional full- 
time staff would probably be required. but the benefits of 
their work should justify the investment. Additional profes- 
sional positions could be filled by civilians. 
Recommendations: The Secretary of the Navy should en- 
sure compliance with existing directives requiring that com- 

mand inspection reports: identify causes of problems, do 
not address minor deficiencies, and refer significant prob- 
lems disclosed by lower level inspections to the Naval head- 
quarters Inspector General. The Secretary should also ex- 
pand inspections of lower level activities to allow more in- 
depth observations and require that civilians be used in pro- 
fessional positions whenever possible. 

Agency Comments/Action 

The Department of the Navy generally concurred with the 
conclusions and recommendations. The House Ciovern- 
ment Appropriations Committee is using this report to help 
determine whether to create an overall Inspector General 
for the Department of Defense. 

Appropriations 

Military personnel - Department of the Navy 

Appropriations Committee Issues 

Substantial resources could be saved or redirected if the 
Department of the Navy developed more information on 
the underlying causes of problems disclosed during inspec- 
tions and eliminated reports of minor, non-mission-related 
deficiencies. Also, if headquarters expanded its inspections 
and used civilians more often to fill professional positions, 
the system would be stronger. 
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INTERNAL AUDITS 

Need for DOD Focal Point for the Studies and Analyses Program 
iLCD-80-97, 8-12-80) 

Department of Defense 

Budget Functlon: National Defense: Defense-Related Activities (0054) 

GAO reviewed the progress of the Department of Defense 
(DOD) in improving its overall management of the studies 
and analyses program and in strengthening program 
weaknesses identified during earlier reviews, GAO found 
that current program weaknesses are basically the same as 
those identified during earlier reviews, and DOD has taken 
little or no action to correct these weaknesses. DOD is not 
centrally managing its studies and analyses program, and 
has no assurance that program results are effectively used. 
Recommendations: DOD should establish a steering group 
to monitor the program and determine its responsiveness 
to needs. In addition to the specific duties outlined in DOD 

to the DOD level and include the study results in the data 
bank; a more uniform basis for determining cost data on 
in-house studies; and more effective procedures for assur- 
ing that DOD components evaluate the usefulness and 
overall effect of study efforts. 

Appropriations 

Operation and maintenence - All military services 

Appropriations Committee Issues 

Directive 5010.22, the group-should be responsible for pro- DOD cannot assure Congress that funds identified for stud- 
viding: additional guidance as to the specific types of stud- ies and analyses are reasonable estimates of the cost of the 
ies on which the DOD components are to report cost data program. 
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DEFENSE-RELATED ACTMTIES 

NORTH ATLANTIC TREATY ORGANIZATION 

Equitable Cost Sharing Questioned on NATO’s Airborne Early Warning and Control Program 
(10-80-47, 7-I-80) 

Departments of State, Defense, and the Air Force, and North Atlantic Treaty Organization 

Budget Function: National Defense: Military Assistance (0052) 
Legislative Authority: Department of Defense Supplemental Appropriation Authorization Act, 1979 (07 P.L. 96-29). Depart- 
ment of Defense Authorization Act, 1980 (P.L. 96- 107). Arms Export Control Act. Buy American Act (4 1 USC. 1 Oa- 1 Od). 

A $1.8 billion airborne early warning and control program 
funded by the North Atlantic Treaty Organization (NATO) 
has been placed on a cooperative basis wherein the costs 
will be shared by participating countries. The United States 
will pay about 42 percent of the acquisition costs and the 
recurring operations and support costs of the program. The 
Department of Defense (DOD) estimates that when the cost 
of the United Kingdom’s contribution of aircraft is included 
the United States share of the program will not exceed 33 
percent. Factors which are delaying the successful negotia- 
tion of a production contract or otherwise contributing to 
potential funding shortfalls include: the prime contractor’s 
not-to-exceed estimate is approximately $147 million over 
the agreement figure; non-participation by Belgium or other 
nations, expenses associated with British aircraft interopera- 
bility; termination of the planned sale of aircraft to Iran; 
failure of participants to pay an agreed fair share of inflation 
on the base year costs; and any reduction in Air Force air- 
craft buy. The program currently faces substantial potential 
funding shortfalls and the United States could be faced with 
absorbing these costs. Several countries qualified their pro- 
gram commitments in the agreement expressing reserva- 
tions relating to financial issues, force employment issues, 
need for national approval, and refusal to pay more than 
their stated fair share of all acquisition, operations, and sup- 
port costs. The linkage to several separate offset. arrange- 
ments to the aircraft program could affect its successful 
completion. GAO believes that the United States has not put 
great enough emphasis on obtaining commitments from 
participating NATO allies to equitably share in any program 
cost increases over and above the amounts provided for in 
the basic agreement. Congress may wish to require a full 
reporting From DOD on the status of the overall NATO pro- 
gram. It might require DOD to identify any conditions or 
caveats placed upon the aircraft purchase by participating 
countries; total U.S. program costs including waivers and 

other identifiable concessions; unresolved program issues, 
and any potential funding shortfall with an explanation on 
how the shortfall is expected to be absorbed. 

Agency Comments/Action 

DOD, while taking no substantive exceptions to the infor- 
mation in the report, did not totally agree with the GAO 
analyses and conclusions. The basic concern centered on 
the fact that DOD does not consider the U.S. share of the 
NATO program inequitable. DOD said the cost sharing for- 
mula for this program, like all NATO cost sharing formulae, 
was negotiated on the equally relevant basis of ability to pay 
(measured by relative economic strength) and economic 
benefits received. Thus, for example, the U.S. percentage 
share of the NATO infrastructure budget is nowhere near 
our relative economic strength in the Alliance (somewhat 
over half of the aggregate gross domestic product of infra- 
structure contributors), because most of the military instal- 
lations and their attendant economic benefits are in Europe. 

Appropriations 

Procurement - Air Force 

Appropriations Committee Issues 

Some areas of program cost growth or funding shortfall 
may be resolved by program modification, and national 
priorities may lead to amendments by some of the 
Members. Realistically, however, the United States may uiti- 
mately choose to shoulder the bulk of added program costs 
or funding shortfall, especially when considering the posi- 
tive attitude of DOD towards the demand made by NATO 
members thus far, and the major role in burden sharing 
that the United States has played in past alliance efforts. 
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DEFENSE-RELATED ACTMTIES 

PRODUCTIVITY 

improving the Productivity of Federal Payment Centers Could Save Millions 
(FGMSLLW-13, 2-12-80) 

Office of Management and Budget 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Civil Service Reform Act of 1978. 20 USC. 2307. 31 U.S.C. 529. 41 Ll.S.C. 255. 

inefficiencies in processing payments to vendors for goods 
and sewices cost the Federal Government millions annuai- 
ly. For example, productivity rates achieved by Federal pay- 
ment centers in the vendor bill-payment function varied by 
about 600 percent. Although the bill-payment function is a 
readily measurable, repetitive process, most payment 
centers GAO examined did not have productivity measures. 
Thus. GAO constructed many of the measures on which 
the performance data was based. GAO determined three 
primary reasons for the large variance: (1) the degree of 
management concern for, and use of, efficiency measures; 
(2) the volume of workload processed by the centers; and 
(3) the degree to which automation or improved processes 
and procedures were used in the payment process. 
Findings/Conclusions: According to payment center man- 
agers, the major cause of low productivity were the disin- 
centives to be efficient. These disincentives included: (1) 
across-the-board budget cuts, which encouraged manag- 
ers to keep staff above minimum levels in order to absorb 
the cuts and still perform the work; (2) tying grade levels to 
number of staff supervised; and (3) inability of managers to 
discipline employees who do not perform. Alternatively, the 
managers of payment centers with high productivity 
showed a high degree of concern about productivity and 
had reasonably good systems designed to identify expected 
performance and measure against it. However, one nonpro- 
cedural factor that affected productivity was workload 
volume. Payment centers with large workloads normally 
achieved higher productivity rates than centers with low 
volumes. High volume allowed economies of scale and 
assembly-line techniques to be used. Just as automation 
and statistical sampling contributed to high productivity 
rates, duplication of effort, problems in timely submission of 
receiving reports, and limited sharing of knowledge on 
processing rates and methods used to improve efficiency 
contributed to the low processing rates. Newly enacted 
legislation should help make managers more acutely aware 
of the need for emphasizing productivity. However, GAO 
does not feel that legislation alone would result in a signifi- 
cant increase in productivity measurement. The Office of 
Personnel Management (OPM) needs to take an active role 
in supporting productivity measurements. 
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Recommendations: The heads of individual departments 
and agencies should develop systematic measures of pro- 
ductivity covering their payment centers. In addition, these 
departments and agencies in order to improve productivity 
should: (1) eliminate or consolidate payment centers which. 
due to low volume, cannot be made efficient; (2) use alter- 
natives to receiving reports such as fast-pay procedures. 
where possible; (3) analyze the processes and procedures 
used in examining payment transactions to identify and e- 
liminate unnecessary or redundant steps; (4) use statistical 
sampling techniques in auditing payment transactions in 
accord with GAO requirements; and (5) initiate periodic ex- 
change of information on methods and procedures 
between payment centers that are within the same agency 
and with other agencies. Additionally, for payment centers 
and related financial management functions, the Joint 
Financial Management Improvement Program has a role 
which OPM should consider drawing upon. GAO further 
recommends that the Executive Director, Joint Financial 
Management improvement Program, request that agencies 
report the progress made in measuring and improving pro- 
ductivity within their payment centers as part of the 
agency’s annual financial management improvement re- 
port. 

Agency Comments/Action 

The recommendations were strongly supported by most 
Federal agencies. OPM is planning a workshop for Federal 
agencies on the subject and most agencies are planning to 
implement the recommendations. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should determine if agencies are taking 
actions to improve the productivity of the payment process. 
They should also determine whether OPM and the Office of 
Management and Budget have taken actions to encourage 
productivity improvement in the payment process by 
developing standards and measures and using them in the 
budget process. 



DEFENSE-RELATED ACTMTIES 

PRODUCTIVITY 

Productivity Measurement in the Defense Logislics Agency Must Be Supported, Improved, and Used 
(FGMSD-80-41, 4-18-80) 

Department of Detense, Defense Logistics Agency, and Office of Management and Budget 

Budget Function: National Defense: Defense-Related Activities (0054) 
Legislative Authority: Civil Service Reform Act of 1978. OMB Circular A-l 1. 

Tight budgets and high inflation make it essential that Gov- 
ernment agencies obtain the greatest output possible from 
their resources. In order to achieve productivity improve- 
ment, agencies need an effective productivity measurement 
system. The Defense Logistics Agency (DLA) has one of the 
best-designed measurement systems in the Government. 
Thus, a study was undertaken concerning the adequacy of 
efforts by DLA to use productivity and work measurement 
data in budgeting and staff management. 
Findings/Conclusions: in reviewing the productivity meas- 
urement system of DL4, GAO found that DLA does not 
derive full benefits from the system because it fails to use 
data based on productivity and work measures in budget- 
ing. Moreover, DlA barely uses such data for other 
management purposes, Additionally, limited management 
attention to the system has caused deficiencies which affect 
its credibility and use. Further, GAO found that budget re- 
view authorities are not requesting or using productivity 
data where such measurements were possible. Although 
some of the problems that DLA has which affect the pro- 
ductivity measurement system’s usage could be corrected 
by the new work standards program of DL4. the program 
currently has serious management weaknesses which affect 
data credibility. 
Recommendations: The Director of DLA should ensure that 
the productivity measurement system is effectively used by 
managers at all levels by: (1) improving the measurement 
system methodology for providing summary and program 
standards and establishing controls over the accuracy and 
validity of reported data to ensure that correct data is availa- 
ble for performance evaluation and resource determina- 
tions: (2) assessing the status of the new work performance 
standards program with a view toward more timely imple- 
mentation and assuring better planning and controls for its 
proper development and maintenance; (3) requiring that 
data from the system be integrated into the programming 
and budgeting systems and routinely used for those pur- 
poses as well as for making other staff management deci- 
sions; (4) assuring that supervisors and managers are 
trained for their roles in work measurement data usage; (5) 
supporting the use of work measurement data by incor- 
porating the Civil Service Reform Act’s provisions on ap- 
praisals and rewards into the measurement system and re- 

quiring that other actions be taken to encourage supervi- 
sors and managers to use measurement data; (6) providing 
sufficient guidance and encouragement to the field activi- 
ties’ measurement system staffs and clarifying those staffs’ 
roles and functions, and (7) requiring that measurement 
system managers establish adequate monitoring and con- 
trol mechanisms to assure that measurement system per- 
sonnel are appropriately utilized and that the measurement 
system is used continuously. Additionally, the Secretary of 
Defense and the Director of the Office of Management and 
Budget should require their budget examiners to formally 
request and utilize such work-measurement-based produc- 
tivity data, as can be developed in their budget reviews. To 
assure improvement in the productivity measurement sys- 
tem of DL4, the Subcommittee on Defense, f-louse Ap- 
propriations Committee, should require DL4 to: (1) provide 
the Subcommittee with definitive plans for timely imple- 
mentation of the new work performance standards pro- 
gram; and (2) submit, as part of its budget package. infor- 
mation on the progress in implementing the program and 
on the extent to which budgeted resource requirements are 
based on valid work measurement data. 

Agency Comments/Action 

The Office of Management and Budget. Department of De- 
fense, and DL4 agreed with the need to increase the use of 
work-measurement-based productivity data in the budget 
process. Further, the Office of the Assistant Secretary of De- 
fense (Manpower, Reserve Affairs and Logistics) informed 
GAO on June 20, 1980, that a chapter on productivity con- 
siderations is being incorporated in the forthcoming revi- 
sion of DOD-70-1017 “DOD Budget Guidance Manual.” 

Appropriations 

Defense Logistics Agency 

Appropriations Committee Issues 

The Committees should emphasize the need to use work- 
measurement-based productivity data to the maximum de- 
gree in supporting budgets. 
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DEFENSE-RELATED ACTIVITIES 

RESEARCH AND DEVELOPMENT 
Are Management Problems in the Acquisition of Aircraft Gas Turbine Engines Being Corrected? 
(PSA D-80-72, Y-30-80) 

Departments of Defense, the Navy, and the Air Force 

Budget Function: National Defense: Defense-Related Activities (0054) 

GAO examined the Department of Defense’s management 
approach to the acquisition of gas turbine engines for 
fighter/attack aircraft. 
Findings/Conclusions: GAO found that recent problems 
with fighter/attack aircraft engines have been primarily due 
to development concepts, procedures, and practices that 
did not provide the time and money to adequately develop 
the engines before production and use, and did not bring 
promising technology to the point that it was ready for ap- 
plications in new engines. Other major factors that adverse- 
ly affected engine development were: (1) an inadequate def- 
inition of the engines’ usage and, consequently, the inability 
to design engines to their expected usage and to verify the 
design by testing to that usage; (2) emphasis on perform- 
ance requirements with a resulting lack of standards, data 
base, and analytical procedures to achieve a balance 
among performance, operability, reliability, durability, and 
costs; and (3) inadequate flight testing of engines. Incom- 
plete development has resulted in extensive Component 
Improvement Programs, increased spare parts costs, re- 
duced operational readiness, and expensive retrofits. 
Recommendations: The Secretary of Defense should 
delegate specific responsibility to an organization within his 
Office to direct and supervise the Air Force and the Navy ef- 
forts to establish an organized and disciplined approach to 
the structural design, analysis, development, production, 
and life management of aircraft gas turbine engines. The 
designated organization should require the services to: (I ) 
complete the formulation of the services’ new policies, prin- 
ciples, and procedures for engine acquisition management 
by way of regulations and other appropriate documents; (2) 
establish a master plan for developing the standards, sup- 

132 

porting methodology, data base, and analytical procedures 
needed to fully implement the policies and principles and 
make the development process more rational and analyti- 
cal; (3) realign funding priorities to expand and improve ad- 
vanced development programs in general, and structural 
testing and development in particular; and (4) coordinate 
the improvement efforts to enhance and encourage joint 
acquisition programs. The designated organization should 
closely monitor the F101 Derivative Fighter Engine and Ad- 
vanced Technology Engine joint programs and report to 
Congress the progress and the problems in developing an 
organized and disciplined approach to the life management 
of aircraft gas turbines. 

Agency Comments/Action 

The Department of Defense generally agreed with the facts 
and conclusions, but disagreed with the recommendation 
for periodic reporting to Congress. Specific actions have yet 
to be determined. 

Appropriations 

Research and development, test and evaluation (RDTGE) - 
Air Force, Navy 
Procurement - Air Force, Navy 
Operation and maintenance - Air Force, Navy 

Appropriations Committee Issues 

The report is expected to provide information that Congress 
needs to better determine the adequacy of the RDT&E ef- 
fort prior to the procurement of gas turbine engines. 



DEFENSE-RELATED ACTMTIES 

RESEARCH AND DEVELOPMENT 

Coordination of Federal Arms Control Research Program To Be improved 
(10-80-6, 3-l 7-80) 

Arms Control and Dlsarmament Agency, and Departments of Defense, Energy, and State 

Budget Function: International Affairs: Conduct of Foreign Affairs (0152) 
Legislatlve Aulhorlty: Arms Control and Disarmament Act (22 USC. 2551 et seq.). Executive Order 11044. 

The efforts of the Arms Control and Disarmament Agency 
(ACDA) to coordinate arms control research sponsored by 
other Federal agencies and the management of ACDA 
external research program were studied. The Director of 
ACDA is the principal advisor to the Secretary of State, the 
National Security Council, and the President on arms con- 
trol and disarmament matters. Congress clearly intended 
that ACDA spearhead the Government’s arms control 
research program through conducting and coordinating 
research and providing advice relating to arms control and 
disarmament policy formulation; managing U.S. participa- 
tion in international arms control negotiations; disseminat- 
ing and coordinating public information about arms control 
and disarmament; and directing, as needed, U.S. participa- 
tion in international control systems that may result from 
U.S. arms control or disarmament activities. The ACDA 
external research program is designed to advance U.S. 
arms control objectives by focusing on issues under active 
or imminent negotiation and by providing a base for policy 
planning. 
Findings/Conclusions: The ACDA has not carried out its 
coordination function as mandated by law. During the past 
5 years, ACDA has not: (1) developed a Governmentwide 
comprehensive, balanced plan or program of research on 
arms control and disarmament; (2) advised other agencies 
as to their roles in arms control research; (3) maintained a 
comprehensive inventory of arms control research per- 
formed or sponsored by other Federal agencies: (4) sought 
agencies’ assessments of their arms control research pro- 
grams; and (5) evaluated arms control research done by or 
for other Government agencies. Agency officials contend 
that there are mitigating circumstances in the failure to per- 
form the required coordination. They reason that frequent 
interactions with other agencies are sufficient to keep a- 
breast of other research and to keep others informed of 
ACDA research. They believe their ability to realistically ac- 
complish the required coordination is questionable, and 
that compliance with the law would be very expensive and 
time-consuming beyond ACDA capabilities. They also 
doubt whether all Federal research with arms control impli- 
cations should be coordinated by ACDA. Recently, ACDA 
has been withholding substantial portions of its research 
funds in reserve to meet potential shortfalls in operating 
funds. ACDA personnel were not systematically identijling 
research relevant to proposed projects, disseminating 
research results, or evaluating research products. 

Recommendations: The Director, ACDA, should coordinate 
all Federal arms control research in compliance with the 
Arms Control and Disarmament Act and Ejtecutive Order 
11044. If such coordination is not feasible or appropriate, 
the Director should urge the Congress to amend the Act 
and seek to have the Executive Order revised or rescinded. 

Agency Comments/Action 

The Director of ACDA commented that coordination of 
arms control research as intended by the Congress and 
mandated in the Act did exist by virtue of interactions and 
communications with other agencies. According to the 
Agency, while amending the Act is not necessary, some of 
the Executive Order requirements did envisage a more 
prominent role for the Agency than has proven necessary. 
To the extent adequate coordination may be lacking, the 
Director said a remedy would be sought. He stated that the 
affected agencies and the Office of Management and Budg- 
et would meet to ensure that the ACDA legislated coordina- 
tion requirements would be met in a practical and workable 
manner. Concerning the Agency’s own research program, 
the Director generally agreed that problems did exist in the 
areas that GAO noted. He reiterated that a new External 
Research Council had been established to improve the 
management and direction of the Agency’s research pro- 
gram and that certain corrective actions were being initiat- 
ed. 

Appropriations 

Arms control and disarmament activities - Arms Control 
and Disarmament Agency 

Appropriations Committee Issues 

To adequately fulfill its mandated coordination responsibili- 
ties, ACDA must first work with the other agencies involved 
to establish a concensus as to the scope of research to be 
coordinated. In addition, the Agency should seek relief from 
those coordination requirements it believes to be unneces- 
sary. Without knowing the scope of research to be coordi- 
nated, the effort needed to fulfill this responsibility cannot 
be adequately determined. In recent years, large portions of 
ACDA own funds allocated for research have been held in 
reserve to meet potential shortfalls in operating funds and 
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then made available late in the fiscal year, resulting in a flur- 
ry of yearend research contract activities. ACDA comment- 
ed that the new External Research Council will instill more 
order into the process and will assure in the future that there 
will not be a substantial obligation near the end of the budg- 
et year. 



DEFENSE-RELATED ACTMTIES 

RESEARCH AND DEVELOPMENT 

DOD Should Determine Cost and Operational Effectiveness of Hellcopter In-flight Escape Systems 
(PSAD-80-65, 7-14-80) 

Departments of Defense, the Army and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts) (0051) 
Le&lative Authority: B-177166 (1973): 

The efforts of the Department of Defense to develop hel- 
icopter in-flight escape systems were reviewed to determine 
what actions were taken on GAO recommendations for 
development in a June 1973 report to Congress. Primarily, 
GAO assessed the bases for subsequent decisions not to 
develop the escape systems, especially the one for the AH-l 
Cobra attack helicopter. 
Findings/Conclusions: The in-flight escape issue is com- 
plex and emotional. Studies by the services before 1973 
supported the need for escape systems. GAO found, how- 
ever, that virtualfy all development efforts stopped in 1974, 
even though interest in the systems resurfaced from time to 
time and still exists today. More recent studies generally 
supported a continuing need for the Cobra in-flight escape 
system. GAO also found that decisions against develop- 
ment were based on subjective appraisals rather than quan- 
titative analyses which would have provided the best deci- 
sion base. An Army organization recommended such an 
analysis as far back as 1973. Because of the potential for 
saving lives, the complexity of the issue, and the lack of 
quantitative bases for a proper decision to develop or not to 
develop the system, a cost and operational effectiveness 
study is needed to settle the issue. 
Recommendations: The Secretary of Defense should re- 
quire a thorough and quantitative cost and operational ef- 
fectiveness study of the Cobra attack helicopter escape sys- 
tem. Included should be such factors as: (1) the number of 
pilots that would be saved both in peacetime and during 
combat; (2) benefits to be derived from increased pilot 
morale and military readiness; (3) savings from eliminating 

death payments and reducing training costs; (4) the per- 
centage of time spent flying in the nap-of-the-earth environ- 
ment; (5) the effect of the system’s added weight on the 
operational mission; (6) costs to develop and retrofit the 
system on existing Cobras and install it on newly produced 
helicopters; and (7) the concept’s application to other serv- 
ice helicopters. 

Agency Comments/Action 

The Principal Deputy Under Secretary of Defense wrote that 
the report reflects fairly and accurately the Service disagree- 
ments which have resulted in the lack of a basis for a deci- 
sion on development of an in-flight escape system. As 
GAO recommended, he is requesting the Army and the 
Navy to jointly undertake a definitive cost and operational 
effectiveness study on the Cobra helicopter, with the work to 
be done under the auspices of his office. 

Appropriations 

Research, development, test, and evaluation - Army, Navy 

Appropriations Committee Issues 

The Committees should determine whether DOD has 
demonstrated the feasibility of developing a helicopter es- 
cape system, including a quantitative cost and operational 
effectiveness study, and what decision has been made on 
the need to install the system in the Cobra and other service 
helicopters. 
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DEFENSE-RELATED ACTMTIES 

RESEARCH AND DEVELOPMENT 

Federal Agency Roles and Responsibilities for Emergency Communications Need Clarification 
(LKD-80-91, S-S-80) 

Department of Transportation, Office of Management and Budget, Federal Emergency Yangement Agency, and Defense 
Civil Preparedness Agency 

Budget Function: General Science, Space, and Technology: Telecommunications and Radio Frequency Spectrum Use 
(0258) 

-. 

GAO reviewed the June 1979 report of the Interagency 
Committee on Search and Rescue which proposed a na- 
tional Emergency Response Communications Program to 
determine the Federal agencies’ and offices’ responsibilities 
for emergency communications and determine plans for 
following up on the report findings. The Committee en- 
visioned a satellite system which would provide voice, data, 
and video coverage to mobile and fuced station users in all 
50 States, Puerto Rico, and the Virgin Islands. Because the 
satellite system envisioned is beyond state-of-the-art tech- 
nology, it will require substantial research and development 
effort. 
Findings/Conclusions: The report is not a reliable basis for 
decisionmaking because the Committee did not establish 
the need for the program, examine alternatives, or ade- 
quately consider the program’s cost and funding. In 
developing the program, the Committee did not follow the 
Office of Management and Budget (OMB) guidelines in- 
tended to ensure that system development will not begin 
until a need has been verified. Because the Committee as- 
sumed the need existed and the system should be 
developed to meet the need, the Committee failed to exam- 
ine alternative systems. A number of potential users advised 
the Committee that they could not fund the program. As a 
result, the Committee chose to omit a discussion of the 
cost, even though the program is expected to cost as much 
as $1 billion. The Committee believes the Government 
should fund the research and development, first launch, 
and testing of the system, and once operational, the users 
would pay to operate and maintain the system. This is not 
consistent with Presidential directives which look to private 
industry rather than the Government to provide the needed 
services. The same services are already provided by the 
Dispersed Users Satellite Program, and two other efforts 
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have been initiated to improve emergency communica- 
tions. These activities are duplicative and inconsistent. Con- 
fusion of Federal agencies’ responsibilities for emergency 
communications have existed since the Office of Telecom- 
munications Policy was abolished. A clear understanding of 
the lines of authority and responsibility for telecommunica- 
tions at all levels of Government is needed. 
Recommendations: The Director of OMB, in coordination 
with other Federal agencies and offkzes involved, should 
clarify roles and responsibilities for emergency communica- 
tions so that duplications and inconsistencies can be elim- 
inated. Pending the clarification of roles and responsibilities, 
no further action should be taken on the Interagency 
Committee’s Emergency Response Communications Pro- 
gram, and further efforts to develop a national emergency 
communications system should be consistent with existing 
laws, policies, and regulations. 

Agency Comments/Action 

The great majority of the civil and military agencies com- 
menting agreed with the GAO findings, conclusions, and 
recommendations. OMB said it would reserve detailed 
comment until it had received the final report. 

Appropriations 

Various appropriations - Various civil and military agencies 

Appropriations Committee Issues 

Oversight of the Appropriations Committees should assure 
that duplications and inconsistencies noted in this report 
are eliminated. 



DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Air Force Should F?ecover Excess Costs of Prior F-75 Contracts and Take Action To Save Costs on Future F-15 
Contracts 
(PSAD-80-4, 10-24-79) 

Departments of Defense and the Air Force, and Defense Contract Audit Agency 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Leglelatlve Authority: P.L. 87-653. 

A review was made to determine the reasonableness of the 
production material costs accepted by the Air Force 
Aeronautical Systems Division for the production of 108 F- 
15 and TF-15 aircraft. The futed-price incentive contract 
was awarded in 1977 to McDonnell Douglas Corporation at 
a negotiated target price of $789,053,670. 
Findings/Conclusions: The target cost for the F- 15 contract 
was overstated by about $2.4 million because the contrac- 
tor did not use current, accurate, and complete cost or pric- 
ing data for negotiated production material cost. Also, be- 
cause the contractor’s profit was added to this overstate- 
ment, it will result in about $2.7 million excess cost to the 
Government, depending on whether the target is underrun 
or overrun. 
Recommendations: The Secretary of Defense should take 
action to determine whether the Government is entitled to a 
price adjustment. 

Agency Comments/Action 

The Air Force has initiated a review of the fiscal year 1978 
buy of F-15’s, 

Appropriations 

Procurement - Air Force 

Appropriations Committee Issues 

The Committees should determine if contracts for F-l 5’s 
are reasonably priced. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Leg&We Authority: Budget and Accounting Act, 1921. Accounting and Auditing Act of 1950. 

The Department of Defense (DOD) says it is providing the 
maximum maintenance, repair, and minor constuction of 
its real property possible with the resources available; about 
half of the work is accomplished through contracts. Valid 
maintenance requirements have been identified faster than 
funds become available. As a result, the backlog of work not 
done was due to a lack of resources. 

ding; and (7) continue to devote a portion of internal audit 
effort to local procurement activities. Also, action should be 
taken to collect past charges identified in this review and the 
DOD audits. 

Agency Comments/Action 

Findings/Conclusions: At 10 Army, Navy, and Air Force in- 
stallations, GAO found that some contractors had been 
substantially overpaid. Because the installations’ inspection 
and payment verification procedures were inadequate, they 
paid for work not done, for inferior quality work, and for the 
same work more than once. Effective inspection pro- 
cedures and internal control could have prevented or pro- 
vided early detection of these overpayments. Most overpay- 
ments occurred on unit price contracts. Since these con- 
tracts often require physically measuring the quantity of 
work done, they are more difficult to administer and more 
susceptable to intentional or unintentional overcharges than 
lump-sum contracts which provide fiied prices for specific 

jobs. Military installations could further reduce maintenance 
and repair costs by improving their contracting methods 
and procedures. 
Recommendations: The Secretary of Defense should see 
that the Secretaries of the Army, Navy, and Air Force 
strengthen controls over the procurement of maintenance 
and repair services. Each service should: (1) encourage the 
use of lump-sum contracts whenever practicable and 
economically advantageous; (2) ensure that sufficient 
numbers of adequately trained personnel are assigned to 
the inspection and contract administration functions; (3) re- 
quire that detailed inspection records, including measure- 
ments and calculations, be maintained in support of con- 
tract payments; (4) require routine, independent tests of 
each inspector’s work; (5) ensure that proposed work is 
adequately planned before contract award and that specifi- 
cations are clear and appropriate: (6) strive to eliminate un- 
balanced bidding by improving requirementi forecasts 
an&or by utilizing contracting methods or bid evaluation 
techniques which are not susceptible to unbalanced bid- 

DOD generally concurred with the findings and recommen- 
dations. DOD indicated that the deficiencies were. in gen- 
eral, a result of a failure to follow existing policy and guid- 
ance as published by the Secretary of Defense and Service 
Secretaries. In most cases, when apprised of conditions 
through exit interviews, corrective actions had already been 
taken; were being taken; or were planned to be taken. DOD 
advised that it has taken action to increase the use of per- 
formance oriented firm fixed-price contracts, re-evaluate 
personnel resources for inspection and contract administra- 
tion functions, restress the need for documentation of in- 
spections of contract work and supervisory review of 
inspector’s work, re-emphasize the need for adequate plan- 
ning before contract award, strive to eliminate unbalanced 
bidding, continue to devote a portion on internal audit effort 
to local procurement, and collect past overcharges identi- 
fied in this review and Defense audits. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committees should ensure that DOD and the military 
services make significant improvements in planning, es- 
timating, and coordinating contract work; develop clear and 
appropriate contract specifications; negotiate fair prices: 
and inspect the work performed to ensure that the Govern- 
ment pays only for work it receives. Also, the Committee 
should assure itself that the military service procurement of- 
fices obtain adequate refunds for contract overcharges 
identified in this report and the sixty DOD internal audit re- 
ports initiated as a result of the GAO work. 

CONTRACTS 

Better Managemenf Needed in DOD To Prevent Fiaudulenf and Erroneous Contract Payments and To Reduce 
f?eal Property Maintenance Costs 
(PSALM@14, l-9-80) 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Delays in Oefinitizlng Letter Contracts Can Be Costly to the Government 
(P&ID-80-O-IO. 11-16-79) 

Departments of Defense, the Army, and the Navy, and Office ot Management and Budget 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

A review of the use of letter contracts by the Army and the 
Navy was made to determine whether such contracts were 
being definitized in a timely manner and the impact of any 
untimely definitizations. Frequent delays in definitizations 
which exceeded the time limits set forth in Department of 
Defense regulations sometimes compromised the Govern- 
ment’s negotiating position and thus increased costs. In ad- 
dition. neither the Army nor the Navy exercised the unila- 
teral determination clause which provides the authority for 
the contracting officer to unilateralty set the price when 
agreement cannot be reached in definitization negotiations. 
Selected letter contract data from specific Army and Navy 
operations were analyzed, and a detailed examination was 
made of procurement records for 87 of the 389 letter con- 
tracts awarded between July 1, 1973, and March 30, 1979, 
that had not been definitized within the time period set out 
in Defense regulations. Letter contracts are the least desir- 
able method of contracting for supplies and services and 
can be costly to the Government, because under a letter 
contract, the contractor has little incentive to control costs. 
Delays in definitization usually allow the contractor to accu- 
mulate more actual costs, which gives the advantage in the 
negotiations to the contractor. Thus, timely definitization is 
necessary to assure that the Government obtains a fair and 
reasonable price. 
FlndingsKZoncluslons: In many instances, the time taken to 
definitize letter contracts greatly exceeded that set forth in 
Defense regulations. In the case of many Navy letter con- 
tracts, the Navy did not reflect this situation by negotiating 
lower profit rates commensurate with the decrease in cost 
risk. In other instances, the delays caused the Government 
to incur costs that the contractor would normally bear. 
Despite Navy promises to take corrective action, the situa- 
tion had not improved since the Naval Audit Service began 
periodic reports on delays in December 1968. GAO deter- 
mined that judicious use of the unilateral determination 
clause could lessen the time period for definitizing letter 
contracts. Procurement officials indicated several reasons 
for their reluctance to use this clause when negotiations be- 
come stalemated. Among these were the belief that it might 
cause sole-source contractors to become difficult to nego- 
tiate with in the future; the infeasibility of making price 

determinations based on estimates or judgments in certain 
types of procurements; the questionable timeliness, cost, 
and feasibility of making and litigating such actions; and the 
timeliness of a decision under the contract disputes pro- 
cedures. GAO viewed these arguments as conjectural and 
suggested that they be tested in some actual cases to deter- 
mine the long-term benefits and costs. The possibie long- 
term benefits of demonstrating the Government’s willing- 
ness to use its unilateral determination authority when con- 
tractors delay negotiations may easily justify any cost and 
delay involved in litigating a few cases. 
Recommendations: The Secretary of Defense should estab- 
lish specific guidelines for contracting officers to use in 
determining when to unilaterally definitize letter contracts 
instead of leaving this determination to the discretion of the 
contracting officer. The regulations should trigger such uni- 
lateral action when the contractor has incurred some speci- 
fied percentage of the total estimated cost of the procure- 
ment. In addition, military departments should be required 
to recognize significant cost reimbursements enjoyed by 
contractors under letter contracts when negotiating profit. 

Agency Comments/Action 

DOD stated that, although it believes that flexibility and indi- 
vidual judgment are required in determining when to unila- 
terally definitize letter contracts, it will initiate a case for the 
Defense Acquisition Regulatory Council to consider the 
feasibility and appropriateness of establishing guidelines as 
suggested in the GAO report. DOD will also immediately re- 
quest the Services to place increased emphasis on the 
timely definitization of letter contracts and the possible use 
of unilateral determinations of contract price or fee to meet 
this end. 

Appropriations 

Procurement - Army, Navy 

Appropriations Committee Issues 

The Committees should monitor the Services’ progress in 
implementing these corrective actions. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Federal Agencies Should Be Given Multiyear Contracting Authority for Supplies and Services 
(PSAD-78-54, I-10-78) 

Departments of the Army, the Navy, and the Air Force 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Federal Property and Administrative Services Act (40 U.S.C. 481). Adequacy of Appropriations Act 
(41 USC. 11). Anti-Deficiency Act (31 USC. 665). (P.L. 90-378; 10 U.S.C. 2306(g)). Small Business Act. 15 USC. 
631(a). 10 USC. 712a. 20 Comp. Gen. 437.33 Comp. Cen. 57.33 Comp. Gen. 90.42 Comp. Cien. 272.43 Comp. Gen. 
657. S. 2309 (94th Cong.). S. 3005 (94th Cong.) S. 1264 (95th Cong.). S. 1491 (95th Cong.). 

Federal agencies operating under annual appropriations 
generally are prohibited from entering into contracts for 
needs occurring beyond the year for which the appropria- 

tion is made. Multiyear contracts entitle the Government to 
purchase services or supplies from contractors for more 
than 1 year. The Commission on Government Procurement 
has recommended that Congress enact legislation to per- 
mit multiyear contracting of supplies and services using an- 
nual or multiyear appropriations. 
Findings/Conclusions: Federal agencies with either funding 
or statutory authority for multiyear procurement benefit 
from reduced contract prices and other advantages. Annu- 
al savings of $3 million resulting from multiyear procure- 
ment were identified on 26 contracts having an annual cost 
of $14 million. The benefits of multiyear procurement in- 
clude: contract prices may be reduced for agency service 
and supply needs, Federal agencies’ administrative costs 
can be reduced, the quality of performance and service 
could increase, and competition could increase for the ini- 
tial award of a government contract. Generally, the advan- 
tages of multiyear procurement outweigh the disadvan- 
tages. 
Racommendations: Congress should enact legislation au- 
thorizing multiyear procurement for Federal agencies and 
provide for the Office of Federal Procurement Policy to 
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develop appropriate criteria for use of the procurement 
method, require responsible agency officials to determine 
when the criteria are met, and provide for the payment of 
cancellation costs. 

Agency Comments/Action 

The agencies commented that the advantages of multiyear 
procurement outweigh the disadvantages and that it would 
be an advantageous procurement method. They con- 
curred with the recommendations regarding the need for 
multiyear contracting authority and the development of cri- 
teria for its use. No significant events have happened since 
the report was issued. 

Appropriations 

Procurement - Army, Navy, Air Force 

Appropriations Committee Issues 

GAO believes Congress should enact legislation authorizing 
general multiyear contracting authority for Federal agencies 
and provide for the Office of Federal Procurement Policy to 
develop appropriate criteria to guide the agencies in its use. 



DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Inadequate Contract Admhistration on Housing Renovation Project at Ma~mstrom Air Force Base 
(PSA D-80-32, J-11-80) 

Department of the Alr Force 

Budget Funcllon: National Defense: Department of Defense - Procurement G Contracts (0058) 
Leglslatlve Authorlly: Budget and Accounting Act, 1921. Accounting and Auditing Act of 1950. 

GAO was requested to investigate the renovation work per- 
formed on a housing project at Malmstrom Air Force Base 
near Great Falls, Montana. The renovation was to provide 
more modern kitchens and bathrooms, larger dining areas, 
and improvements to the exterior privacy on about 490 
housing units originally constructed in the early 1950’s. 
Scheduled for completion in October 1978, the work is still 
not fully finished and many work discrepancies remain. As 
of November 1979, there were 41 contract modifications 
adding about $263,000 to the original contract price. Esti- 
mates to correct the remaining discrepancies and complete 
the project range from $1.2 million to $1.9 million or from 8 
to 12 times the amount the Air Force retained to cover 
inadequate or complete contractor work. The contractor, 
Praxis Limited, claimed the Air Force still owed it about s 1.9 
million because of Air Force caused delays and work it per- 
formed outside the scope of the contract. 
Findings/Conclusions: The Air Force did not follow sound 
procurement and contract administration practices and 
procedures or see that they were in place at the Air Force 
Base when the contract was awarded. Air Force officials 
compressed the time required for completion of the 
architect-engineer contract and the award of the Praxis con- 
tract in order to use Operation and Maintenance funds that 
would become unavailable at the end of the fiscal year. The 
lack of a good, cohesive contract management organiza- 
tion and inadequate staffing of key officials at Maimstrom 
precluded successful administration of the contract. Con- 
tract management also suffered because of poor working 
relationships between Malmstrom’s civil engineering and 
procurement organizations. Although the project is over 1 
year beyond the scheduled completion date, the Govern- 
ment still has not obtained an adequate end product or as- 
surance that it has received appropriate consideration for 

the money it has spent on the project. 
Recommendations: The Secretary of the Air Force should 
see that: an adequately staffed contract management or- 
ganization is established at base level to administer major 
housing renovation construction projects such as the 
Malmstrom contract; projects are properiy planned to elim- 
inate any yearend rush to obligate funds: and proper pro- 
cedures and regulations are followed and contract deci- 
sions are well supported and documented with higher 
headquarters monitoring. 

Agency Comments/Action 

The Air Force has initiated action to review ongoing and re- 
cently completed family housing renovation projects at six 
other Air Force bases. An assessment of the types of prob- 
lems encountered, their causes, and the manner in which 
field activities identified and responded to these problems 
and headquarters guidance and support effectiveness will 
be accomplished. Also, action has been taken to ensure 
that the handling of all claims on the Malmstrom contract is 
in the best interest of the Government. 

Approprlations 

Operations and maintenance - Air Force 

Appropriations Committee Issues 

The Committees should ensure that the Air Force reviews at 
the other bases effectively evaluate those projects and any 
problems disclosed are corrected. Also, the Committees 
should be sure that the claims under the Malmstrom con- 
tract are settled in the best interest of the Government. 



DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Opportunity To Reduce Cost of the Navy’s Contfect for Patrol Hydrofoil Missile Ships 
(PSA D-80-3. 10-18-79) 

Departments of Defense and the Navy, and Defense Contract Audit Agency 

Budget Function: National Defense: Department of Defense - Procurement G Contracts (0058) 
Legislative Authority: P.L. 87-653. 

A review of a Navy fixed-price contract found a contract 
price overstatement due to use of the ceiling price for a 
subcontract rather than the target price. The examination 
was part of a contract pricing review of contracts awarded 
to major Department of Defense (DOD) contractors with 
the objective of determining the reasonableness of contract 
price as it relates to pricing data available to the contactor at 
the time of contract negotiation. 
Findings/Conclusions: The prime contractor used the es- 
tablished ceiling price for a sole-source, futed-price, 
incentive-type subcontract rather than the target price as 
normally included on proposals. The project officer’s repre- 
sentative felt that circumstances might warrant the use of a 
price other than the target price, and that in this case it was 
a prudent management decision as costs later approximat- 
ed the ceiling price. GAO felt that the use of the ceiling price 
protects the contractor from sharing the cost overruns of its 
subcontractors, and removes incentives to manage sub- 
contractors in a manner that assures cost minimization. 
Further, the contract requirements were reduced without a 
corresponding reduction in contract price. According to the 
contracting officer’s representative, the items that will not be 
delivered were proposed as needed for testing, and delivery 
was not specificalty required. While this is true, it is felt that 
the Navy should seek a price adjustment for parts no longer 

required. 
Recommendations: The Secretary of Defense should direct 
the contracting officer to consider the information present- 
ed and take appropriate action to adjust the contract targets 
for: (I) the cost overstatement resulting from Boeing’s 
failure to obtain and furnish to the Government accurate, 
current, and complete cost of pricing data; and (2) an equi- 
table credit resulting from the deletion of spare items that 
the contractor will not be required to deliver to the Navy. 
Also, DOD guidance should be issued on how incentive- 
type subcontract prices are to be included in incentive-type 
prime contracts. 

Agency Comments/Action 

The Navy is considering what action is warranted based on 
the report. 

Appropriations 

Ship construction - Navy 

Appropriations Committee Issues 
The Committee should determine how incentive-type sub- 
contracts prices are to be included in incentive-type prime 
contracts. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Potential Savings by Streamhting Grumman’s Computer Operations Supporting Navy Contracts 
(PSAD-79-111, 10-5-79) 

Department of the Navy and Defense Contract Audit Agency 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

Grumman Aerospace Corporation buys data processing 
services from Grumman Data Systems Corporation to sup- 
port manufacturing and testing operations performed in ful- 
fillment of Navy contracts. Both corporations are subsidi- 
aries of the Grumman Corporation. The cost and storage 
capacity of the system used was compared to the capacity 
required for storage and processing of the necessary infor- 
mation. The methods used for computing charges to the 
Navy were also evaluated. 
Findings/Conclusions: It was determined that the Navy 
could save approximately $335,000 if the excess capacity in 
the data processing and computer operations were elim- 
inated. Since the Navy paid the cost of data processing 
through the overhead accounts of Grumman Aerospace 
Corporation, any system capacity not utilized for other ac- 
counts was paid for by the Navy. Recommendations were 
made to the contractor for equipment changes, substitution 
of less expensive but adequate materials, and reduction of 
computer capacity. In addition, a review of the methods 
used for computing charges to the Navy showed the poten- 
tial for inaccurate allocation of costs to government work. In 
one case it was revealed that the Navy was undercharged 
and in another case maintenance work was charged to the 
Navy that GAO felt should have been charged to a com- 
mercial account. 
Recommendations: The Secretary of the Navy should: (1) 
declare as unallowable for Navy work any cost incurred by 

Grumman Aerospace as a result of excess data storage and 
computer capacity maintained by Grumman Data; and (2) 
request the Defense Contract Audit Agency to determine 
whether Grumman Data’s cost allocation methods used to 
distribute the Calverton computer center costs to projects 
are equitable. 

Agency Comments/Action 

DOD advised that since the time period covered by the 
GAO report, the contractor has reduced unused capacity 
and current estimates indicate data storage and computer 
capacity utilization to be close to 70 percent. As GAO 
recommended, the resident defense contract audit agency 
staff has been requested to perform a detailed review of the 
allocation of costs associated with the Calverton facility. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 

The Committees should ensure that the Defence Contract 
Audit Agency did review the allocation of costs at the 
Calverton facility and equitable adjustments were made for 
any improperly allocated costs. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

CONTRACTS 

Stronger Procurement Controls in the Far East Would Minimize Fraud and Abuse 
(PSAD-80-2, 11-7-79) 

Departments 01 State, Defense, the Army, and the Navy, and Veterans Administration 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: Budget and Accounting Act, 1921 Accounting and Auditing Act of 1950 

A review of U.S. Government procurement offices in the Far 
East found gaps in purchasing controls and reports of 
widespread collusion and bribery. At some locations, where 
controls were almost totally lacking, collusion and bribery 
were not even necessary to defraud the Government. 
Findings/Conclusions: Prohibited and questionable pur- 
chases, questionable payments, purchases exceeding au- 
thority, inadequate competition, and bribery and collusion 
were found at most locations visited. Procuring organiza- 
tions varied widely in their ways of buying and in their suc- 
cess at minimizing abuse. Offices with highly centralized au- 
thority and frequent, thorough internal reviews experienced 
fewer abuses. Also, aggressive corrective action where im- 
proprieties were identified helped to minimize abuse. In- 
creased U.S. citizen control helped improve the enforce- 
ment of the controls on abuse. 
Recommendations: The Secretaries of State, Defense, the 
Army, and the Navy, and the Administrator of Veterans Af- 
fairs should: designate a single office to monitor and assist 
all Navy procurement activities in the Far East; transfer 
Veterans Administration procurement authority in Manila, 
Philippines, to the American Embassy; assure that purchas- 
ing activities are periodically reviewed and that problems 
are corrected; provide Army and Navy enlisted personnel 
positions for procurement and greater Navy use of U.S. ci- 
tizens for key civilian procurement positions; and provide 
emphasis to assure that military departments’ procure- 
ments are necessary to their missions and guidelines to 
identify prohibited and questionable items. 

Agency Comments/Action 

The Department of Defense generally concurred with the 
conclusions and recommendations. The Naval Supply 

Depot, Yokoska, will be established as a Navy Regional 
Contracting Management activity with responsibility for all 
Navy contracting activity in the Far East except for the Mili- 
tary Sealift Command, Naval Facilities Engineering Com- 
mand, and two Marine Corps bases, The Navy has taken 
and will continue to take action to assure problems at pur- 
chasing activities are disclosed and corrected. Enlisted per- 
sonnel positions for procurement activities overseas are be- 
ing evaluated and within constraints the Navy will try to in- 
crease its use of U.S. civilian personnel for procurement 
overseas. The Secretary of Defense believes that existing 
guidance is adequate. However, DOD will reemphasize 
guidance concerning procurements necessary to military 
department missions and the identity of requisitions for 
prohibited or questionable items. The Veterans Administra- 
tion is willing to consider making the transfer of procure- 
ment authority to the American Embassy but sees several 
problems in doing so and questions the cost effectiveness 
of this action. 

Appropriations 

Operation and maintenance - Army, Navy 
Procurement - Department of State, Veterans Administra- 
tion 

Appropriations Committee Issues 
The Committees should be sure that DOD improves its pro- 
curement operations in the Far East and that these opera- 
tions are periodically evaluated in an effective manner. Also, 
the Committees should ensure that the Veterans Adminis- 
tration gives more than cursory consideration to transfer- 
ring its procurement authority to the American Embassy for 
a more effective and efficient operation. 



DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Air Force Procurements of Spare and Repair Parts for the ARC-164 Radio 
(PSA D-80-59. 7-1 I-NO) 

Department of the Air Force 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

The ARC-I 64 radio is used in Air Force, Army, and foreign 
military aircraft. The initial production contract and subse- 
quent contracts awarded to Magnavox since 1974 have to- 
taled about $99 million, and 20,000 radios have been pro- 
duced as of April 1980. In 1977, the Air Force purchased a 
procurement data package under an option in the initial 
production contract, which should have provided sufficient 
detail for other firms to produce the radio and pans and 
compete for ARC-I 64 requirements. GAO was requested to 
determine why certain ARC-164 components and parts are 
procured from the prime contractor instead of competitive- 

ly. 
FlndlngslConclusions: Certain ARC-164 components and 
parts are procured noncompetitively on the grounds that 
procurement from Magnavox insures reliability and 
maintainability. Since the procurement data package 
should provide sufficient detail for other firms to produce 
identical components and parts, as well as radios, GAO be- 
lieves that the Air Force should have acquired the procure- 
ment data package and competed ARC-l 64 requirements 
when the final order for radios was issued under the initial 

production contract and before the second contract was 
awarded to Magnavox. 
Recommendations: The Secretary of the Air Force should 
direct that (1) savings attributable to competing for the 
remaining ARC-l 64 requirements and costs associated 
with establishing other production sources be computed; 
and (2) future ARC-164 procurements of either the radios 
or the main components and parts, or both, be made com- 
petitively if warranted by a potential cost reduction. 

Agency Comments/Action 

The Air Force had not responded as of the date that this re- 
port was prepared. 

Appropriations 

Operation and maintenance - Air Force 

Appropriations Committee Issues 

The Committees should determine whether the Air Force 
found that competitive procurements of ARC-164 require- 
ments were warranted by a potential cost reduction. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Analysis of Department of Defense Unobligated Budget Authority 
(PAD-78-34, l-13-78) 

Departments of Defense, the Army, the Navy, and the Air Force, and Office of Management and Budget 
Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legtslative Authority: Department of Defense Appropriation Act of 1978 (P.L. 95-l 11). 

Budget authority is the authority provided by law to enter 
into obligations which will result in outlays of Government 
funds. in the Department of Defense (DOD), budget author- 
ity is used to enter into contracts with defense contractors. 
DOD unobligated balances of budget authority for military 
activities grew from s 12.8 billion to $34.5 billion during fis- 
cal years 1972- 1976. 
Findings/Conclusions: There was no evidence that the 
buildup in unobligated balances for DOD procurements 
represented an inability to perform functions. Excess obii- 
gational authority in DOD procurement programs could 
possibly be reprogrammed or used to fund future require- 
ments. Despite the existence of excess funds, DOD has not 
implemented a process for systematic and regular report- 
ing on the availability of excess funds, Over 90 percent of 
the $5.5 billion increase in the unobligated total was due to 
program growth rather than an obligation rate decline. 
Among the reasons for the decline in obligation rates were: 
delays in awarding contracts; planning and production 
problems. reserve funds withheld from program managers, 
congressional actions, better contract prices than budgeted 
for, staffing deficiencies, and invalid obligations. Through 
the 1972-1976 period, the executive branch consistently 
underestimated DOD unobligated balances. 
Recommendations: The Secretary of Defense should make 
certain that improvements in internal reporting provide for 
the systematic identification of amounts which have be- 
come excess to program funding requirements and that 
new policies and procedures provide for closer monitoring 
of obligation projections. The Office of Management and 
Budget (OMB) should monitor the obligation rates reflected 
in DOD obtigation projections with a view toward identifying 
possible mis-estimates, getting changes made, and 
developing guidelines concerning estimating procedures. 
Congress should: require that DOD provide historical and 
projected obligation rates and analyses of variances 
between estimated and actuat rates in its budget requests, 
give greater attention to the significant balances of budget 
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authority carried over from year to year, review the Office of 
Management and Budget’s ptans to strengthen analysis of 
DOD’s obligations estimates, and monitor the implementa- 
tion of the practice of treating extensions of unobligated 
balances as new budget authority. 

Agency Comments/Action 

OMB stated that it currently is monitoring DOD obligation 
rates and projections through identification of programs no 
longer requiring the full amount of funds originally ap- 
propriated, and through review of outlays. OMB expects that 
its intensified review of outlays during the past year will im- 
prove the obligation projections for DOD activities. DOD 
stated that it uses two formal reporting and reviewing 
processes concerning amounts that have become excess 
to program funding requirements; its monthly “Report of 
Direct Programs by Appropriation and Subaccount,” and its 
semi-annual “Report of Programs.” The House Committee 
on the Budget endorsed the GAO recommendation to 
DOD in its report on the First Concurrent Resolution on the 
Budget, Fiscal Year 1979. The Congress appropriated 
$38.8 million less than the executive request for the M-60.X3 

tank procurement program, fiscal year 1979, citing the pro- 
duction backlog and contractor difficulties as the basic rea- 
son, an issue raised in our report. 

Appropriations 

Procurement - Department of Defense, Army, Navy, Air 
Force 

Appropriations Committee issues 

There is a seeming OMB and DOD lack of significant con- 
cern about mis-estimates of obligations. OMB needs to in- 
struct DOD to develop “best” estimates rather than (as 
currently done) “target” estimates. 



DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Army Procurement of TOkw, 60Hz Gas Turbine Generators Is Becoming Even More Questionable Due to Flising 
Fuel Costs 
(  P.\fliMII-5-l. h-240)  

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

A previous report on the Army’s intended procurement of 
the IO-kilowatt (KW). 60-hertz (Hz) gas turbine generator 
disclosed that it did not meet the Army’s requirements. The 
generator’s reliability was too low, fuel consumption was too 
high, and life-cycle costs were excessive. The Department 
of Defense (DOD) subsequently stated that it would consid- 
er all pertinent factors before making a decision at the 
development and acceptance review. Since the Army still 
has not decided whether to buy gas turbines or diesels. this 
serves as an update of information covered in the previous 
report. 
FindingsConclusions: The life-cycle costs of the lOkw, 
60Hz gas turbine generator have increased greatly since the 
original report. At that time the estimated savings of buying 
the diesel generators was between $275 million and $1.6 
billion. The increases in fuel cost since then have also great- 
ly increased the estimated savings. Assuming $3 a gallon 
for fuel cost during the next 20 years, savings could in- 
crease to between $533 million and $4.2 billion. 
Recommendations: The Army should be directed to buy 
IOkw diesel generators instead of IOkw turbine generators 

to satisfy 1 Okw power requirements and evaluate using 5kw 
diesel and gasoline generators before buying lOkw, 60Hz 
gas turbine generators to satify 5kw power requirements. 

Agency Comments/Action 

DOD said that no procurement of this item was planned at 
this time because of funding constraints, but that it has a 
definite requirement for the 1Okw gas turbine generator. 
DOD further stated that the Army did not intend to replace 
all 1Okw diesel and gasoline generator sets with the gas tur- 
bine, but only in special applications. The Army, however, 
has not revised its basis-of-issue plan which shows a re- 
quirement for 5,938 gas turbine generators (see PSAD- 
79-95). 

Appropriations 

Other procurement - Army 

Appropriations Committee Issues 

The Committees should review any DOD request for funds 
to purchase the 1 Okw gas turbine to ensure that they are for 
special applications where combat effectiveness advan- 
tages outweigh the increased fuel costs. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Army Procurement of IOkW, 6OHz Gas Turbine Generators Is Highly Questionable 
(PSALI-7w.5. K-Y-79) 

Departments of Defense and the Army 

Budget Function: National Defense: Department of Defense - Procurement and Contracts (0058) 

For the past 13 years the Army Mobility Equipment 
Research and Development Command has been develop- 
ing the IOkW, 60Hz gas turbine generator at a cost of $5.8 
million, and plans to begin production in fiscal year 1980. 
The Army approved a requirement for 5,938 units: 1,387 to 
satisfy 1OkW power requirements, and 4,551 to satisfy 5kW 
power requirements for field support of water purification 
equipment, machine and electrical repair shop equipment, 
and radio teletypewriters. 
FindingsiConcluslons: The 1OkW gas turbine generator 
consumes two to three times more fuel than current diesel 
or gasoline generators which conflict with the Department 
of Defense (DOD) policy to reduce fuel consumption. It has 
also failed to meet reliability requirements and the Army re- 
quirement of human portability. According to GAO, the es- 
timated 20-year cost of acquiring and operating 5,938 
1 OkW gas turbine generators is from $275 million to s 1.6 
billion more than diesel generators. The Army could save 
between $62 million and $370 million over 20 years if it 
bought 1,387 diesel generators instead of gas turbine gen- 
erators to meet its 1OkW power requirements. If the Army 
purchased 5kW diesel generators to fulfill 5kW power re- 
quirements, the estimated life-cycle cost savings would be 
from $213 million to s 1.3 billion over 20 years. Not as cost 
effective as the diesel, the gasoline generator appears to be 
more cost effective than the 1 OkW gas turbine since a $208 
million fuel savings could be made over 20 years. 
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Recommendations: The Secretary of DOD should direct the 
Army to: buy 1OkW diesel generators instead of 1OkW gas 
turbine generators to safisfy 1OkW power requirements, and 
evaluate using 5kW diesel and gasoline generators before 
buying IOkW, 60Hz gas turbine generators to satisfy 5kW 
power requirements. 

Agency Comments/Action 

According to Defense officials, the Army is currently revis- 
ing its cost and operational effectiveness analysis. Since the 
report was issued the Army has completed testing. The 
Army will decide if the gas turbine generator meets the 
Army’s requirements and if it should enter production at an 
in-process review in August 1980 (see PSAD-80-54, 
6-2-80). 

Appropriations 

Other procurement - Army 

Appropriations Committee Issues 

Unresolved issues are whether the Army will buy 1OkW gen- 
erators instead of 1OkW gas turbine generators to satisfy 
1OkW power requirements, or evaluate using 5kW diesel 
and gasoline generators before buying lOkW, 60Hz gas tur- 
bine generators to satisfy 5kW power requirements. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Befter Navy Menegement of Shipbuilding Contracts Could Save Millions of Do//am 
(PSAD-80-18, I-iO-80) 

Departments of Defense and the Navy 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

The problem of cost and schedule overruns in Navy ship 
construction due to changes in the shipbuilding program 
has persisted for 75 years. GAO reviewed changes made to 
three major shipbuilding programs to evaluate the Navy’s 
effectiveness in managing changes. 
FlndlngslConclualons: Two types of changes were identi- 
fied and discussed. Formal changes modified contracts in 
writing and were used only to correct deficiencies or errors 
in design, meet operational requirements, provide for safety 
of personnel and equipment, or reduce costs. Although in- 
stances of questionable formal changes were noted, gen- 
erally the Navy managed them effectively. Constructive 
changes resulted From Navy action or inaction that caused 
the shipbuilder to do additional or different work than was 
required by the contract. If the Navy assumed responsibility 
for the change, a formal change was made in the contract 
to reflect the additional expense incurred by the contractor. 
If the Navy disagreed, the changes could form the basis for 
a contractor’s claim. Since assuring GAO in 197 1 that they 
would act to prevent constructive changes, the Navy made 
limited progress in controlling such changes by allowing 2 
years for ship design concepts to stabilize before issuing de- 
finitive plans to follow-yards and through the use of contract 
clauses which put the burden of identifying constructive 
changes on the contractor. Two other factors were viewed 
as sources of increased costs under Navy shipbuilding con- 
tracts. Escalation provisions in Navy fiied-price contracts 
sheltered shipbuilders from inflation by paying cost in- 
creases beyond the control of the shipbuilder or the Navy 
and, under a new policy, paid escalation on costs which 
may not have been significantly affected by inflation. Anoth- 
er new policy allowed escalation payments to continue after 
the ship delivery date. 
Recommendations: The Secretary of the Navy should: (1) 
ensure that enough time will be allowed to correct lead-yard 
plans before they are used by follow-yards; (2) establish 
guidelines for use in futed-price incentive shipbuilding con- 
tracts to spread the risk between the contractor and the 
Navy; (3) direct Navy contracting officers to discontinue 
negotiating shipbuilding contracts which pay escalation on 

costs not affected dr affected to a lesser degree by inflation; 
(4) discontinue paying escalation on costs incurred after the 
delivery date set in the contract; and (5) continue using 
Bureau of Labor Statistics indexes of the shipbuilding in- 
dustry as the basis for escalation and not adopt the Naval 
Ship Procurement Process Study recommendation to pay 
shipbuilders’ actual labor escalation. 

Agency Comments/Action 

The Navy, in a letter dated May 3, 1980, from the Under 
Secretary of Defense, stated that it was in general agree- 
ment with four of the five GAO recommendations and in- 
tended to pursue ongoing management initiatives relative 
to them. Concerning the GAO recommendation that the 
Navy discontinue paying escalation on costs incurred after 
the delivery date set in the contract and provide additional 
coverage by changing the delivery date (only for delays for 
which the shipbuilder is not responsible), the Navy believes 
that it should not be precluded from contracting to pay es- 
calation on costs incurred after contract delivery date when, 
in its best judgment, it is in the interest of the Government 
to do so. 

Appropriations 

Acquisition of ships - Department of the Navy, Naval Sea 
Systems Command 

Appropriations Committee Issues 

The Committees should consider: (1) changes by the Navy 
in shipbuilding contracts that result in cost and schedule 
overruns; (2) disagreements as to the responsibility for con- 
tract changes that result in claims against the Government 
by shipbuilders; and (3) ship acquisition strategies by the 
Navy that may result in fewer claims against the Govern- 
ment, because the Navy is absorbing all of the risk and al- 
lowing contractors to recover both contractor-caused and 
Navy-caused cost increases without having to file claims. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Budget Authority for Foreign Military Sales Is Substantially Understated 
(PAL)-78-72, 7-27-78) 

Departments of Defense, the Army, the Navy, and the Air Force, and Office of Management and Budget 

Budget Function: international Affairs: international Financial Programs (0155) 
Legislative Authority: Congressional Budget Act of 1974 (P.L. 93-344; 31 USC. 1302(a)). Arms Export Control Act (22 
U.S.C. 2763). B-159687 (1976). B-171630 (1975). B-114828 (1977). 

The Office of Management and Budget (OMB) and the De- 
partment of Defense (DOD) recently changed the method 
of recording budget authority within the foreign military 
sales (FMS) trust fund. Before fiscal year (FY) 1977, each 
year’s FMS trust fund budget authority corresponded to the 
dollar total of FMS new acceptances. Under the new pro- 
cedure, the budget authority for a given year is made to 
match the portion of acceptances (old and new) which 
results in FMS trust fund implementing obligations during 
the year. 
FlndingslConclusions: The budget authority for FMS for FY 
1977 was understated by $2.6 billion. The change intro- 

duced a significant element of inconsistency into FMS trust 
fund procedures and reporting without achieving offsetting 
improvements, and it is contrary to the usual meaning of 
budget authority. The change eliminates, from the budget 
totals and schedules, reporting on the maximum potential 
FMS obligations which the executive may incur as a result 
of the new authority that new acceptances create. It also el- 
iminates standard reporting on FMS unobligated accept- 
ances which is important for evaluating budget and pro- 
gram execution. The budget authority change is contrary to 
sound budgetary policy and dilutes appropriate congres- 
sional budgetary control, 
Recommendations: The Director of OMB and congression- 
al committees on the budget should require that the calcu- 
lation of FMS trust fund budget authority be based on total, 

150 

new acceptances. The Congress should adopt additional 
budgetary controls over the FMS trust fund activities. It 
should reconsider the degree of control it has delegated 
and enact legislation to limit total, new FMS acceptances for 
a FY to the amounts specified in annual authorizing and/or 
appropriation acts. 

Agency Comments/Action 

OMB stated that it continues to take the position that 
foreign military sales (FMS) budget authority should be 
based upon the obligations of the FMS trust fund rather 
than the new acceptances of the fund. OMB stated that this 
position reflects “the fact” that the U.S. Government is an 
“agent” in foreign military sales, thereby incurring a 
budgetary obligation only at the time an order is placed with 
a DOD performing account or a private sector supplier. 

Appropriations 

Foreign military sales - Department of Defense, Army, Navy, 
Air Force 

Appropriations Committee Issues 

The budget’s totals for budget authority continue to mis- 
state the true amount of authority because of OMB treat- 
ment of FMS budget authority. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Federal Government Sfill Striving To Establish Single Drug Procurement System 
(HR.&80-59, 6-20-80) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: Property and Administrative Services Act. Federal Procurement Policy Act Amendments of 1979.40 
U.S.C. 47 1. 

In a review of the prescription drug procurement activities of 
the Department of Defense (DOD) and the Veterans Ad- 
ministration (VA), their efforts and those of the Office of 
Federal Procurement Policy (OFPP) to establish and imple- 
ment a uniform system for the procurement of drugs 
among Federal agencies were examined. Such a system 
would eliminate duplication and reduce costs. Currently, 
drugs are bought centrally through each agency’s depot 
system, through Federal Supply Schedule drug contracts, 
or locally from drug suppliers. An OFPP policy, which has 
guided executive agencies in this effort since December 
1977, requires the purchase of commercial off-the-shelt 
products when such products will adequately serve the 
Government’s needs and the Government’s use of com- 
mercial distribution channels in supplying these products. 
The commercial products policy relies on comprehensive 
market research and analysis to develop a suitable and cost 
effective acquisition strategy. 
Findings/Conclusions: In June 1978, DOD and VA estab- 
lished a DOD/VA Shared Procurement Program. The in- 
compatibility of the two major supply systems was 
highlighted when both agencies issued contracts under the 
program. On the whole, DOD, VA, and OFPP have made 
only limited progress in fully implementing the program. 
Consideration of issues related to the commercial products 
policy would improve the agencies’ market research and 
analysis efforts and result in better acquisition strategies for 
federally managed medical materiel items. Individually, 
DOD and VA centralized drug procurement systems have 
attempted to use competitive means to buy drugs. Howev- 
er. the number of drugs which can be bought competitively 
has been limited. Several additional supply sources which 
could have been solicited had been overlooked. Both agen- 
cies procured the same prescription drug items at different 
prices. Additional savings could have been possible by sub- 
stituting lower priced therapeutically equivalent drugs for 
other higher cost drugs currently stocked by DOD and VA. 
As of December 1972, the practice throughout the Govern- 
ment in procuring commercial products was to focus on 
the price paid for the item rather than on the total costs of 
procuring, stocking, and distributing the item. Failure to 
give consideration to total costs could result in a stronger 
preference for central stockage and issuance than may be 
justified. DOD and VA have recently given increased con- 
sideration to this overall concept in issues involving drug 
supply decisions. 

Recommendations: The Director of the Office of Manage- 
ment and Budget should direct the Administrator, OFPP. to: 
give higher priority to medical materiel-related issues; use 
the authority provided in the Office of Federal Procurement 
Policy Act Amendments of 1979 to fully implement the ob- 
jectives of the DOD/VA Shared Procurement Program for 
medical materiel; institute actions necessary to assure that 
all OFPP directed guidance on the implementation of the 
acquisition and distribution of commercial products (AD- 
COP) policy principles is fully considered and implemented 
by agency personnel throughout all Government medical 
materiel procurement activities: direct the appropriate 
Federal agencies to develop a single uniform Federal sup- 
ply catalog for all drug, biological, and chemical reagent 
items; and initiate a feasibility study to explore procuring, 
stocking, and distributing all drugs common to the DOD 
and VA centralized wholesale depot systems. The Secretary, 
DOD, and the Administrator, VA, should establish an effec- 
tive market research and analysis program for drugs and 
medical devices; substitute, to the maximum extent possi- 
ble, any lower priced therapeutically equivalent drug for a 
higher priced drug currently procured by the agencies’ cen- 
tralized wholesale drug supply systems. The Secretary, 
DOD, should instruct DOD supply personnel to: (1) adopt a 
total cost methodology for use in management decisions 
concerning all current and proposed drug items to be cen- 
trally procured, stocked, and distributed; and (2) eliminate 
from the Defense Personnel Support Center wholesale 
depot system management control items which can be 
more cost effectively supplied through alternative methods. 
In addition, the Secretary of DOD should reassess the need 
for placement of the national stock number on each unit of 
issue in the light of ADCOP policy principles, its effect to 
date on achieving commonality for the items procured 
under the DOD/VA Shared Procurement Program, and the 
inability to exchange or receive credit for drug items re- 
turned to suppliers with national stock number markings. 
The Administrator, VA, should instruct VA marketing center 
officials to identify duplicative drug items procured and dis- 
tributed through the Federal depot systems and the Federal 
Supply Service drug schedules in efforts to adopt a suitable 
single acquisition strategy to satisfy all Federal users and e- 
liminate those items identified above from availability 
through the Federal Supply schedules if such means of 
supply are not the most cost effective. 
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Agency Comments/Action 

OFPP generally agreed with the recommendations. It be- 
lieved significant progress was being made in issues relative 
to many of the report’s recommendations. DOD endorsed 
the intent of the recommendations concerning (1) the es- 
tablishment of an effective market research and analysis 
program, (2) the use of FDA expertise in substituting lower 
priced, therapeutically equivalent drugs for higher priced 
drugs currently procured through the centralized wholesale 
drug supply system, and (3) adoption of a total cost metho- 
dology in drug procurement, stockage, and distribution de- 
cisions. In each instance, DOD believed it had already a- 
dopted measures to comply with the report’s recommenda- 
tions. However, in an overall sense, DOD believes it can do 
more in the future to more fully implement these recom- 
mendations. DOD disagreed, however, with the recommen- 
dation to reassess the need for placement of a national 
stock number on each unit of issue. VA generally agreed 
with the recommendations made to the Administrator, VA. 

Appropriations 

Operation and maintenance, other procurement - Army, 
Navy, Air Force 
Operation and maintenance, procurement - Veterans Ad- 
ministration, Department of Medicine and Surgery 

Appropriations Committee Issues 

For nearly 2 decades, the Federal Government has tried to 
establish a single system for procuring and supplying drugs 
and medical devices in order to eliminate unnecessary du- 
plication and reduce costs. Only recently have OFPP, DOD, 
and VA begun to make progress in establishing and imple- 
menting such a system. A Government-wide system is be- 
ginning to take shape. However, much remains to be ac- 
complished. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

lmpecfiments To Reducing the Costs of Weapon Systems 
(PSAD-80-6, I I-8-79) 

Departments of Defense, the Army, the Air Force, and the Navy, and Office of Management and Budget 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: OMB Circular A-i09. 31 U.S.C. 712a. 

The Congress and the Department of Defense (DOD) have 
been increasingly concerned over the ever-rising costs of 
weapon systems. The dramatic increase in costs since 
World War II, coupled with constrained peacetime budgets, 
has resulted in the production of relatively small quantities 
of many weapon systems and has seriously affected overall 
military capabilities. 
Findings/Conclusions: GAO believes the major effects on 
the costs have resulted from: (1) attempts to deploy sys- 
tems with new technology and high performance; (2) low 
rates of production due to budget constraints and desires to 
maintain active production bases as long as possible; (3) 
absence of price competition between contractors: (4) lack 
of real motivation on the part of contractors to reduce costs: 
(5) the impact of socioeconomic programs, Government 
controls, and red tape; and (6) a nationwide problem of re- 
duced research and development expenditures and lessen- 
ing productivity. Some steps that have been taken by the 
Department of Defense in attempts to eliminate costs in- 
clude: (1) revising profit policies to provide incentives for 
contractors to increase capital investments; (2) providing 
protection against contract terminations; (3) conducting 
design-to-cost programs; (4) providing value engineering 
incentives; (5) conducting a manufacturing technology im- 
provement program; (6) increasing attention to contractors’ 
work measurement systems; (7) performing should-cost 
analysis of contractors’ operations; and (8) supporting con- 
tractor independent research and development. While these 
programs are generally worthwhile, they will not have a ma- 
jor impact on overall costs because of the desire for high 
technology systems, the budget constraints, and the mili- 
tary and political considerations which may preclude any 
radical departure from current practices. 
Recommendal~ons: The Secretary of Defense should make 
a comprehensive study to identify those aspects of contract 
administration that can be relaxed or modified in order to 
reduce costs and paperwork. The Secretary should also 
take stronger initiatives to accelerate the implementation of 
management policies for major weapon system acquisi- 
tions, as set Forth in the Office of Management and Budget 
(OMB) Circular A-109. The Armed Services and Appropria- 
tions Committees should carefully examine lower cost op- 
tions before approving new weapon programs. In particular, 

the committees should explore with senior military officials 
the pros and cons of larger quantities of alternative 
weapons versus smaller numbers of highly sophisticated 
and expensive systems. The Committees also should, after 
being satisfied that a weapon system is ready for produc- 
tion, consider multiyear funding in order to take advantage 
of more economical production practices. The Congress 
should take the initiative in responding to the recommenda- 
tions of the Commission on Government Procurement to: 
(I) reexamine the full range of socioeconomic programs 
applied to the procurement process and the administrative 
practices followed in their application; and (2) raise the 
minimum dollar thresholds at which such programs are ap- 
plied to the procurement process. 

Agency Comments/Action 

DOD has informed GAO that it is reorganizing its contract 
administration function and developing new procedures 
and a unified management information system, ail intended 
to reduce and simplify contract data requirements and oth- 
er information reporting by contractors. DOD further states 
that it is completely revising its major systems acquisition 
directives to make its acquisition process more reflective of 
the spirit and intent of OMB Circular A-109. 

Appropriations 

Procurement - Army, Navy, Air Force 

Appropriations Committee Issues 

The Committee should require that the military demon- 
strate to the Committees’ full satisfaction that adequate 
consideration has been given to less costly, higher force lev- 
el, alternative weapon system concepts before authorizing 
new ultrasophisticated, low quality systems. The Commit- 
tees should consider the potential cost benefits to the Gov- 
ernment through greater use of multiyear funding for 
weapon systems ready for production, and the need for 
congressional reexamination of the impact of the growing 
range of socio-economic programs applied through the 
procurement process. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Review of Navy’s Requirements To Buy Contractor Services To Maintain, Support, and Test the C-12 Aircraft 
(HAD-79-108, 10-l-79) 

Departments of Defense, the Navy, the Army, and the Air Force 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

The Navy’s practices for procuring contractor tests and 
evaluations, data and publications, and logistics support of 
the C-12 aircraft were reviewed. Although the Navy has 
developed detailed requirements to be followed by the con- 
tractor in providing logistics support, the other two services 
are obtaining such support on the basis of performance 
specifications. 
FlndlngaiConcluslons: The Navy’s plan appears to be sig- 
nificantly more costly than those of the other services 
although no cost breakdowns were available. Under the 
Army and the Air Force contracts, the contractor is respon- 
sible for providing all of the maintenance and supply sup- 
port needed to sustain specified monthly flying hours at an 
80 percent operational readiness rate. The contractor has 
actually been achieving over a 90 percent readiness rate. 
The Navy, on the other hand, has imposed a series of de- 
tailed requirements on the contractor. Navy officials have 
emphasized that their added requirements were made in 
the interest of safety and were based on their previous ex- 
perience in logistics support contracts for other aircraft. 
However, the experience the Army and the Air Force gained 
in using the aircraft for the last several years does not seem 
to support the Navy’s argument. Therefore, the Navy may 
be overreacting in its maintenance requirements for the C. 
12 aircraft. 
Recommendations: The Secretary of Defense should review 
the differences between services in testing, maintaining, 
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and supporting the C-12 aircraft to determine whether the 
Navy is justified in placing these added costly requirements 
on the contractor. Any additional contract awards should 
be deferred until this evaluation is completed. 

Agency Comments/Action 

The Assistant Secretary of Defense (Manpower, Reserve Af- 
fairs and Logistics) expressed the view that a more detailed 
comparison of Army, Navy, and Air Force support plans for 
the C-12 aircraft is necessary in order to arrive at a plan 
which best satisfies both the common and special require- 
ments of each service. The Secretary advised that the Joint 
Commanders are conducting such a study which will be re- 
viewed and monitored to assure that adequate and 
economical maintenance/support programs are estab- 
lished. The Secretary did not agree that the Navy should 
defer further contract awards, but that the Navy should hold 
in abeyance commitments on selected areas that warrant 
further evaluation. 

Appropriations 

Operation and maintenance - Navy 

Appropriations Committee Issues 

The Appropriations Committees ought to examine the ac- 
tions of DOD on C-12 logistics requirements. 
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DEPARTMENT OF DEFENSE - PROCUREMENT AND CONTRACTS 

PROCUREMENT 

Should Small Purchases Be Exempt From Complying With Social and Economic Program Requirements? 
(PSALI-80-77, Y-26-80) 

Office of Federal Procurement Policy, General Services Administration, and Departments of Detense and Labor 

Budget Function: Procurement--Other Than Defense (1007) 
Legislative Authority: Buy American Act. Davis-Bacon Act (Wage Rates). Miller Act (Public Building Contracts). Service 
Contract Act of 1965. Rehabilitation Act of 1973 (P.L. 93-1 12). becutive Order 11246. P.L. 93-356. P.L. 95-507. P.L. 
95-585. S. Rept. 93-318. 

A GAO study involved an evaluation of an Office of Federal 
Procurement Policy (OFPP) recommendation which advo- 
cated raising to $10,000 the minimum level at which social 
and economic programs are applied to the procurement 
process. Inflation has depreciated dollar threshold levels to 
insignificance. As a result, fewer and fewer purchases are 
exempt from social and economic provisions, and the rela- 
tive costs and paperwork requirements of small contracts 
are pushed higher with the increasing number of provisions 
to administer. As a result, the full benefit and cost savings 
potential of small purchase procedures have not been real- 
ized. 
Flndings/Conciustons: The agency procurement officials 
interviewed felt that the small dollar value Government con- 
tracts should be exempt from social and economic require- 
ments, that the small purchase threshold should be select- 
ed as the minimum threshold for application of these re- 
quirements, and would favor a raise in the small purchase 
threshold and an escalator clause to keep the thresholds 
current. They would endorse any effort to make simplified 
small purchase procedures truly simplified. GAO agreed. 
Higher and more uniform threshold levels would help 
streamline administration, and the attention now devoted to 
lower dollar value contracts could be used to provide better 
enforcement on contra& above the small purchase thres- 
hold. A raise in the Davis-Bacon threshold to $10,000 
would still mean protection for the same group of workers 
to whom Congress originally afforded protection; that is, 
workers on other than small, relatively insignificant con- 
tracts. Programs such as Davis-Bacon impose administra- 
tive requirements that are particularly onerous and dispro- 
portionately great for contracts under $10,000. GAO does 
not feel that the very large number of small contracts 
should be encumbered by procedures ard provisions 

designed to afford protection for workers on large dollar 
value contracts. 
Recommendations: The Office of Federal Procurement Pol- 
icy should submit legislation to Congress to establish the 
small purchase threshold, currently $10,000, as the 
minimum threshold for all, not just selected, social and 
economic programs applied to the procurement process. 
The legislation should be submitted independent of the 
proposal for the Uniform Procurement System. The legista- 
tion should include provisions to raise the small purchase 
threshold to a level consistent with the inflationary trend that 
has occurred since it was established at $10,000 in 1974. 
An escalator clause should be included to permit adminis- 
trative adjustments to prevent the time lag that now occurs 
between reductions in the value of money and legislative 
adjustments in thresholds affecting contracts. The legisla- 
tion should include a procedure for monitoring future legis- 
lation to assure that no conflicts exist with the small pur- 
chase threshold. 

Agency Comments/Action 

OFPP has not yet responded to the report. 

Appropriations 

implementaton of Commission on Government Procure- 
ment recommendations - Office of Management and 
Budget, Office of Federal Procurement Policy 

Appropriations Committee ISSUeS 

Without implementation of COGP recommendation 44, the 
full benefit and cost savings potential of small purchase 
procedures have not been realized. 
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WEAPON SYSTEMS 

INDIVIDUAL SYSTEM STUDIES 

WI-18 Naval Strike Fighter: Its Effectiveness Is Uncertain 
(PSA D-80-24, 2-14-80) 

Departments 01 Defense and the Navy 

Budget Function: National Defense: Weapons Systems (0057) 

The F/A-18 strike fighter is planned to replace such aircraft 
as the A-7, A-4, and F-4 presently used by the Navy and Ma- 
rine Corps for fighter and light attack missions. Views were 
presented on issues concerning the Navy’s F/A-18 strike 
fighter program. 
Findings/Conclusions: The flight test of the F/A-18 strike 
fighter has identified problems in areas critical to perform- 
ance, including acceleration and range. The aircraft’s mis- 
sion effectiveness is limited by the armaments it carries and 
by delayed development of its self-protection and all- 
weather capabilities. Despite delays in testing and correct- 
ing performance problems, the Navy is adhering to its tight 
production schedule. Numerous and costly performance 
problems occurred in past aircraft programs that developed 
and produced a system at the same time. Contractors’ pro- 
duction problems and problems in areas not controlled by 
the Navy, such as inflation and fluctuations in the number 
of aircraft planned for production, have contributed to cost 
growth, and other factors are expected to contribute to ad- 
ditional cost growth. Also, the need for contractors to pur- 
chase long-lead parts and materials in advance of Navy 
funding authorizations could significantly affect the 
program’s cost. The Departments of Defense and the Navy 
have been ineffective in developing and monitoring various 
data important to proper management of the F/A-18 pro- 
gram, and Defense reports have not kept the Congress ade- 
quately informed of progress in the program. 

program in light of identified problems and report this to 
the Congress; (5) ensure that needed management report- 
ing devices are established and monitored; and (6) revise 
reporting requirements to ensure reporting of most recent 
testing data. 

Agency Comments/Action 

On May 7, 1980, Defense informed GAO that (1) testing 
and evaluation would be thoroughly reviewed to ensure that 
the aircraft demonstrates acceptable mission performance, 
(2) advanced self-protection features are receiving priority 
treatment, (3) a strategy for advance funding to meet con- 
tractor production schedules is being explored, (4) the pro- 
gram cost estimate had been reassessed and future cost 
estimates would reflect revisions, (5) the Navy is proposing 
establishment of a unit production cost goal/threshold 
which would be developed jointly with the Office of the 
Secretary of Defense and would be reported to provide 
conclressional visibility, and (6) current and demonstrated 
estimates of aircraft performance are now being reported 
where available. Defense takes the position that it would not 
be prudent to reduce the production rate, unless a major 
problem is discovered during test and evaluation, because 
reduction would increase program cost and impair the 
Navy’s ability to reach and sustain the required force level 
and inventory objectives. 

Recommendations: The Secretary of Defense should: (1) 
delay increasing the F/A-18 monthly production rate until 
performance problems have been corrected and adequate 
testing has been completed for the Navy to assess the 
aircraft’s mission capability; (2) give priority attention to 
developing the advanced self-protection and all-weather 
capabilities the F/A-18 will need to fulfill its missions; (3) 

Appropriations 

Research and development - Navy 
Procurement - Navy 

Appropriations Committee Issues 

develop strategies for assuring advance funding when s The Committees should consider whether test and evalua- 

needed to support contractors in their long-lead purchase tion results support continued funding for F/A-18 produc- 
obligations; (4) reassess the estimated cost of the F/A-18 tion at the Navy’s requested level. 
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WJZAPON SYSEMS 

INDIVIDUAL SYSTEM STUDIES 

lmp/ications of Highly Sophisticated Weapon Systems on Military Capabilities 
(PSA D-80-61, 6-30-80) 

Department of Defense 

Budget Function: National Defense: Weapons Systems (0057) 

Many of the weapons systems developed by the United 
States today are viewed as being too technologically com- 
plex to permit a reasonable degree of confidence that they 
will work properly when needed. Consequently, the Nation’s 
ability to be sufficiently prepared to sustain itself in a major 
war is of serious concern. Several problems that have 
resulted from the Department of Defense’s (DOD) acquisi- 
tions during the 1970’s include: (1) few weapons are availa- 
ble due to high unit cost; (2) weapons have reliability, availa- 
bility, and maintainability problems; (3) small annual pro- 
curement quantities are uneconomical; (4) high operating 
costs tax training resources; and (5) complexity and sophis- 
tication aggravate personnel problems. While DOD has 
tried to reverse this trend, it has not been as successful as 
desired. The operation and maintenance budget, portions 
of which are used to support deployed weapon systems, 
has increased substantially over the past few years; and it is 
expected to further increase in fiscal year 1981. However, 
the operations and maintenance budget supports so many 
activities that it is difficult to determine whether or not the 
projected increases will be sufficient to significantly improve 
readiness. The causes of any deficiencies in operations and 
maintenance funding is not totally clear. However, it seems 
that the services have chosen to develop a variety of high 
performance systems in lieu of seriously addressing the 
problems found in today’s deptoyed systems. 
FlndlngslConclusions: High performance systems are cost- 
ly. Those responsible for developing and acquiring new 
weapon systems must be just as concerned with the capa- 
bility of the equipment when it is deployed as they were with 
the acquisition. Although some yet-to-be deployed systems 
designed in the mid- 1970’s are likely to exhibit many of the 

same problems occurring in the high performance 
weapons deployed today, recently developed systems 
should benefit from emphasis on reliability, availability, and 
maintainability, therefore presenting a brighter future. How- 
ever, a reappraisal of some may be in order. As shown by 
recent directives, more attention should be paid in the early 
design of weapons to the best mix of high performance and 
support characteristics, considering expected force 
resources and operations. The DOD emphasis on lower 
cost weapon systems and greater reliability, although well 
placed, does not appear to have been sufficient. While es- 
tablished inventory objectives for new weapons are high, ra- 
pidly rising costs make it unlikely that they can be achieved 
without major increases in or realignment of the Defense 
budget. 
Recommendations: Congress should carefully examine 
lower cost alternative programs before approving new 
weapon systems. In particular, the committees should ex- 
plore with senior military officials the pros and cons of 
larger quantities of alternative weapons versus smaller 
numbers of highly sophisticated and expensive systems. 

Appropriations 

Procurement - Department of Defense 

Appropriations Committee Issues 

The Committees should explore with DOD officials the ad- 
vantages of acquiring larger quantities of alternative sys- 
tems versus smaller quantities of highly sophisticated and 
expensive systems. 
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WEAPON SYSTEMS 

INDIVIDUAL SYSTEM STUDIES 

Is the Joint Air Force/Navy Alternate Engine Program Workable? GAO Thinks Not as Presently Structured 
(HA D-80-40, 5-Y-80) 

Departments of Defense, the Air Force, and the Navy 

Budget Function: National Defense: Weapons Systems (0057) 
Leglslative Authority: Department of Defense Appropriation Act. 1978 (P.L. 95-457). 

The primary objective of the Department of Defense’s 
(DOD) FlOl Derivative Fighter Engine (FlOlDFE) Pro- 
gram is to modify the FlOl engine, designed for the B-l 
bomber, for use as an alternative for engines in the Navy’s 
F-14 and the Air Force’s F-l 6 front line fighter aircraft 
should programs to correct problems with those engines 
fail. GAO questioned whether the Program is a workable al- 
ternative to the component improvement programs for the 
two engines. It believes that there is no assurance that (1) 
the FlOl DFE Program can provide a production engine 
with enhanced operability, reliability. and durability charac- 
teristics; (2) the production FlO 1 DFE will be available when 
and if needed; and (3) the FlOlDFE is an affordable and 
cost-effective substitute for these engines if the TF30 and 
FlOO engine improvements fail. DOD and the services state 
that they fully expect the components improvement pro- 
grams to demonstrate that the TF30 and FlOO engine 
problems can be corrected by 1981, at which time the 
FlOlDFE Program would be terminated. 
Findings/Conclusions: GAO believes that the FlOlDFE 
Program is at least as uncertain of producing a production 
engine with enhanced operability and supportability charac- 
teristics as are the TF30 and Fl 00 improvement programs 
because of the differences in the three engines’ stages of 
development. The FlOl DFE Program will not have a pro- 
duction engine available in 1981-82 when the services 
determine whether their improvement programs have been 
successful. Neither the services nor DOD have determined 
what constitutes sufficient failure of the improvement pro- 
grams or at what point the FlOlDFE would be affordable 
and cost effective. Risks and costs of concurrent deveiop- 
ment and production and the question of the engines’ avail- 
ability raise serious questions concerning the worth and af- 
fordability of the alternative engines to the Navy and the Air 
Force. 
Recommendations: The Secretary of Defense should direct 
the Air Force, as the lead service, to: (1) assess the need for, 
worth, and affordability of the FlOlDFE Program and de- 
fine its objectives on the basis of the 1981 and 1983 deci- 
sion points: (2) complete the risk analysis of the trade-offs 
between time, costs, and performance that will be required 
to reasonably assure a credible alternative at the major deci- 
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sion points; (3) formally recognize the increased risks atten- 
dant with commencing initial production of the FlOlDFE 
in 1982 and full-scale production in 1983 or 1984 if this 
timing continues to be a program objective; and (4) struc- 
ture. fund, and manage the program to minimize risks in 
meeting identifiable program objectives. If the program is 
not structured, funded, and managed on a reasonably firm 
basis to assure that it is and will continue to be a competi- 
tive alternative to the current component improvements 
programs, the Secretary should terminate the FlOlDFE as 
the alternative engine program. The congressional ap- 
propriations committees should reexamine their objectives 
for the FlOlDFE Program and determine whether the pro- 
gram, as presently structured. funded, and managed. satis- 
fies their directive. if the program is continued in fiscal year 
1981. Congress should reexamine the program before au- 
thorizing and appropriating funds for concurrent full-scale 
development and initial production of the FlOlDFE in fis- 
cal year 1982. 

Agency Comments/Action 

The DOD responded to the GAO report on July 2, 1980. 
The response, in effect, stated that DOD believes the pro- 
gram is structured, managed, and funded in such a way as 
to satisfy the concerns which led to the recommendations. 
it stated that DOD will continue to reassess the need for and 
benefits of the program and to take steps to terminate the 
program when the alternative is no longer necessary. 

Appropriations 

Research and development - Air Force 
Procurement - Air Force 

Appropriations Committee issues 

The Committees should consider (1) whether the program 
as currently structured, funded, and managed satisfies the 
congressional directive to initiate the program; and (2) 
whether concurrent full-scale development and initial pro- 
duction of the engine is warranted as planned in fiscal year 
1982. 

,, ., 
.’ : 

I.... ,, 
. . ..F 

‘,_<S. . 
k. I 



WEAPON SYSTEMS 

INDIVIDUAL SYSTEM STUDIES 

The MX Weapon System--A Program Wth Cost and Schedule Uncertainties 
(PSAD-130-29, 2-29-80) 

Departments of Defense, the Alr Force, and the Inlerlor, and Natlonal Security Council 

Budget Function: National Defense: Weapons Systems (0057) 
Legislative Authority: Antiquities Act (P.L. 59-209). Endangered Species Act of 1973 (P.L. 92-305). Engel-Ellis Act (En- 
gineering and Land Surveying) (P.L. 85-337). Federal Land Policy and Management Act of 1976 (P.L. 94-579). Historic 
Sites Act (P.L. 74-292). Mining Resources Act. National Environmental Policy Act of 1969 (P.L. 91-190). National Historic 
Preservation Act (P.L. 89-665). Wilderness Act. 

The MX weapon system is a new intercontinental ballistic 
missile system. It was established to provide increased sur- 
vivability as well as higher damage expectancy. According 
to the President, development of the MX weapon system will 
enable the United States to continue with a strategic deter- 
rent force comprised of modernized survivable intercon- 
tinental ballistic missiles, submarine-launched ballistic mis- 
siles. and heavy bombers. The Ballistic Missile Office was 
assigned responsibility for managing the MX program. Ini- 
tial deployment of the system is planned for July 1986, with 
full deployment to be accomplished by 1989. The Air Force 
estimates that the MX weapon system wiil cost about $33 
billion. Inflationary estimates will increase this estimated 
cost to at least $56 billion, 
FindlngsiConclusions: With the MX weapon system enter- 
ing full-scale development, uncertainties exist about the ap- 
proval of the method of survivable basing selected by the 
President; the obtainment of the land necessary for deploy- 
ment; the availability of large amounts of electricity, water. 
and building materials for construction and operations; and 
the survivability of the proposed MX system if there is no 
strategic arms control agreement. Further uncertainties 
which exist are: (1) the location of the missiles for survivabil- 
ity because of the many signatures that need to be masked 
and the unknown future threat; (2) the size of the missile 
force, the required number of warheads, and the design of 
the weapon system, which make it questionable whether 
the Air Force can meet its cost, schedule, and performance 
goals; and (3) the shortage of needed personnel to effec- 
tively manage the MX program during the first year of full- 
scale development. 

Recommendations: The Secretary of Defense should: (1) 
identify the potential increases or decreases in program 
cost due to the many uncertainties which still have to be 
resolved; (2) assure that the high cost of the MX system is 
adequately analyzed in the context of the overall DOD 
budget to determine if it is affordable and whether any other 
major weapon system programs would have to be terminat- 
ed or delayed; (3) expedite efforts to establish a memoran- 
dum of agreement with the Secretary of the Interior setting 
forth a time-phased action plan which will allow public land 
to be withdrawn for the MX weapon system; and (4) identify 
the changes to the MX weapon system that may be required 
without arms control agreements. 

Agency Comments/Action 

The agency has not responded. GAO has had frequent con- 
tacts but has not been successful in getting the response. 
GAO is currentty doing a followup review. 

Appropriations 

Military construction - Air Force 
Procurement - Air Force 
Operation and maintenance - Air Force 

Appropriations Committee Issues 

Although there are no specific issues, the Appropriations 
Committees should stay abreast of the DOD management 
of the program. 
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WEZAPON SYSTEMS 

INDIVIDUAL SYSTEM STUDIES 

NAVSTAR Should /m/wove the Effectiveness of Military Missions--Cost Has hcreased 
(PSAD-80-21. 2-15-80) 

Departments of Defense and the Air Force 

Budget Function: National Defense: Weapons Systems (0057) 

Recently the NAVSTAR Global Positioning System has 
demonstrated that it can provide significantly more accu- 
rate navigation data than any current navigation system. It is 
not deterred by adverse weather conditions, and has the po- 
tential to improve certain weapons delivery and coordinated 
operations. NAVSTAR is being developed in three phases: 
demonstration and validation, full-scale engineering 
development, and production. The demonstration and vali- 
dation phase has been completed, and the system was ap- 
proved for full-scale engineering development. During this 
phase, new satellites, control segment, and user equipment 
will be designed, built, and tested to meet operational re- 
quirements. This phase will include substantial testing of 
the system in an operational environment by the Air Force, 
the Army, and the Navy. The production phase is scheduled 
to begin in 1981 for satellites and in 1983 for user equip- 
ment. Initial operation capability with 18 satellites is 
planned for September 1986, and the Full operational satel- 
lite constellation of 24 satellites is planned for September 
1987. 
FlndtngsXoncluslons: Generally, NAVSTAR has met tech- 
nical performance objectives, but some problems still exist 
which, if not solved, could have substantial implications. For 
example, current Soviet testing of an antisatellite system 
could eventually result in a weapon which could threaten 
the survivability of our forces. Satellite clock reliability has 
not been demonstrated in space. The clocks must work well 
for users to obtain reliable and accurate navigation informa- 
tion. If the problems which caused eight of the clocks to fail 
or operate abnormally are not solved, alternate solutions 
could cost millions of dollars. Space Shuttle problems 
could jeopardize the plan to have NAVSTAR fully operation- 
al by 1987. The use of Titan or Atlas boosters in place of 
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the Space Shuffle to meet launch requirements could cost 
an additional $12 milLion to $38 million for each satellite 
launched. The estimated $8.6 billion cost to acquire and 
maintain NAVSTAR through the year 2000 includes several 
items which have not been included in previous estimates 
such as user equipment procurement, cost of replenish- 
ment satellites, and Space Shuttle launch costs. Because 
the cost of NAVSTAR far exceeds any expected savings 
from reducing the Department of Defense’s use of other 
systems, the NAVSTAR implementation depends heavily on 
the benefits provided by its increased navigational accuracy, 
global coverage, and other characteristics. The services 
have defined specific mission requirements for improved 
navigation accuracies not met by any current navigation 
system which will be satisfied by NAVSTAR. 

Agency Comments/Action 

The agencies’ comments were incorporated into the draft 
report as appropriate. DOD did not respond subsequent to 
the issuance of the report because GAO made no recom- 
mendations. 

Appropriations 

Procurement - Air Force 

Appropriations Committee Issues 

Although there are no specific issues, the Committees 
should stay abreast of the DOD management of the pro- 
gram. This is especially true since some of the NAVSTAR 
satellites are scheduled to be launched via the Space Shut- 
tle and the shuffle schedule continues to slip. 
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WlEAPON SYSTEMS 

INDIVIDUAL SYSTEM STUDIES 

“SAR’s’‘--Defense Department Reports That Should Provide More information to the Congress 
(PSAD-80-37, 5-9-80) 

Departments of Defense, the Army, the Navy, and the Air Force 

Budget Function: National Defense: Weapons Systems (0057) 
Legislative Authority: P.L. 94-106. DOD Instruction 7000.3. H.R. 656 (96th Cong.). S. Rept. 93-1104. 10 USC. 139. 

Selected acquisition reports (SAR’s) have become the key 
recurring summary reports on the progress of the Depati- 
ment of Defense’s (DOD) most costly acquisition pro- 
grams. SAR’s are usually prepared for about 50 major 
weapon systems and are used by both Congress and top- 
level DOD managers irl making decisions affecting those 
systems. However, important information which would be 
useful to management and which is called for by DOD In- 
structions is not being reported. GAO has continually 
worked with DOD and with congressional committees to 
improve SAR’s. 
Findings/Conclusions: GAO believes that SAR’s should pro- 
vide a full and objective disclosure of the status of major 
systems. DOD must make the SAR’s short enough to be 
usable by people who have little time to review them, and 
yet the SAR’s should present data that is complete, accu- 
rate, and not misleading. Although DOD may not want to 
include some of the information being recommended for 
inclusion because it detracts from an optimistic presenta- 
tion of system capabilities, it is the kind of data that 
Congress needs to have in reviewing and funding pro- 
grams. 
Recommendations: The Secretary of Defense should revise 
the SAR instruction, where necessary, and enforce the in- 
struction so that SAR’s include: (1) a mission capability as- 
sessment statement, including expected shortcomings and 
limitations of the system in its operational environment; (2) 
the status of key subsystems and related systems, including 
related systems on separate SAR’s; (3) planning estimates 
with a one-time explanation for changes to arrive at the 
development estimates; (4) ranges of costs for the planning 
and development cost estimates rather than specific point 
estimates; (5) more complete explanations for changes to 
development estimates and, in subsequent SAR’s, a refer- 
ence to the original development estimates; (6) a section on 
operational and technical risks; (7) logistic support/ addi- 
tional procurement costs and explanations for changes; (8) 
a chart showing the impact on the program acquisition cost 
estimate of using different escalation rates; and (9) a certifi- 
cation of the credibility of SAR’s by the Secretary of De- 
fense. In addition, the Secretary of Defense should direct 
that a periodic review be made of the accuracy and com- 
pleteness of SAR’s and that greater consideration be given 

to (1) adding important systems in advanced development 
to the reporting system, and (2) deleting older systems from 
the reporting. 

Agency Comments/Action 

The DOD response to the GAO report stated that Defense 
offkzials are most anxious to provide the information that 
Congress requires to meet its responsibilities, and that De- 
fense officials concur in some of the observations and will 
take necessary corrective action. The response stated that 
(1) SAR’s should be periodically reviewed, (2) a review of 
SAR’s for 30 programs will be completed in 1980, (3) SAR 
preparation and review workshops are planned, (4) SAR’s 
will be reviewed for compliance with instructions regarding 
the status of key subsystems and related systems, and (5) 
reporting deficiencies noted for numerous weapon systems 
will be corrected. However, DOD chose not to accept 
numerous observations and recommendations which 
would cause more significant changes in the nature and 
content of the reports. These recommendations included 
(1) expansion of the required mission capability statement 
to better describe expected operational performance capa- 
bilities and limitations, (2) SAR reporting on systems in ad- 
vanced development, (3) reporting of operational and tech- 
nical tasks, (4) inclusion of logistics support/additional pro- 
curement costs, (5) showing the program acquisition cost 
estimate resulting from different escalation rates, (6) report- 
ing the planning estimate, (7) using a range for planning 
and development cost estimates, and (8) certifying to the 
credibility of the SAR’s. 

Appropriations 

Research and development - Army, Navy, Air Force 
Procurement - Army, Navy, Air Force 

Appropriations Committee Issues 

The Appropriations Committees should review the recom- 
mendations and the DOD response to determine whether 
data called for by the rejected recommendations would be 
useful and, if so, consider whether DOD should be required 
to provide such data. 
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WEAPONS SYSTEMS 

TESTING 

Evaluallon of EF-11 IA Extended Development and Full-Scale Production Decision 
(PSAD-80-71, 8-27-80) 

Departments 01 Defense and the Air Force 

Budget Function: National Defense: Weapons Systems (0057) 

Results of the monitored progress of the EF-1 1 1A Tactical 
Jamming System phased development test program are 
summarized. In February 1979, the Department of Defense 
(DOD) decided to initiate a 12-month effort to define and 
demonstrate corrections for numerous technicaudesign de- 
ficiencies in the system. Due to an urgent need for the EF- 
11 1A. the effort was limited to production of six systems in 

a manner that would reduce the subsequent risk of expen- 
sive redesign and retrofit. This effort was to be successfully 
completed before the full-scale production decision. 
Findings/Conclusions: Program monitoring showed that 
the Air Force had defined and demonstrated corrections for 
most of the technical and design deficiencies detrimental to 
the EF-1 11A’s operability, reliability, and maintainability. As 
of March 1980, only 4 of the 220 deficiencies identified dur- 
ing initial and follow-on tests remained open. Solutions to 
some significant performance degradations and answers to 
questions concerning reliabilty and maintainability of two 
major subsystems continue to be sought. DOD approved 
full-scale production of the EF-1 11A in March 1980. The 
Air Force plans to procure 33 EF-IllA’s in fiscal years 
1981, 1982, and 1983 and to concurrently pursue the 
second phase of follow-on testing to correct the remaining 
technical problems. The estimated program cost is $1.3 bil- 
lion, including about $450 million already spent. The 
scenario anabsis fell short in demonstrating the system’s 
military worth or cost effectiveness that would support 
spending $1.3 billion for 42 EF-1 1 1A’s. At this date, a deci- 
sion to defer further production until operational effective- 
ness and military worth can be better demonstrated may be 
too costly. However, terminating the program at this time 
may be worse than deferral since the system’s effectiveness 
is not yet adequately known. 
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Recommendations: Before requesting funds for fiscal year 
1982 and 1983 EF-11 1A procurements. the Secretary of 
Defense should reconcile differing concepts of deployment 
to assure a realistic basis for additional dedicated effective- 
ness testing and scenario analysis, and plan dedicated ef- 
fectiveness tests and evaluations to be undertaken in 1981 
when the improved threat radar simulators are in place and 
another EF- 1llA becomes available. The Secretary of De- 
fense should also advise the authorization and appropria- 
tion committees of the results of the tests and evaluations. 
Further, the Secretary of Defense should develop proposals 
for congressional consideration to fund the development 
and maintenance test facilities and environment suitable for 
testing electronic warfare systems. To support requests for 
additional EF-1 11A’s beyond the present program of 42 
aircraft, the Secretary should conduct a comprehensive de- 
fense suppression analysis, considering all defense 
suppression alternatives and showing their relative cost ef- 
fectiveness and affordability. 

Agency Comments/Action 

Agency comments were not received as of the date of the 
preparation of this report. 

Appropriations 

Testing - Air Force 

Appropriations Committee Issues 

Recommendations have been made to the Secretary of De- 
fense that, before requesting fiscal year 1982 funding, De- 
fense should reconcile operating concepts and plan dedi- 
cated effectiveness testing to be undertaken during 1981. 
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WEAPON SYSTEMS 

TESTING 

Review of the Batflefield Exploitation and Target Acquisition System 
(LCLI-80-38, 3-3-80) 

Departments of Defense, the Army, the Air Force, and the Navy 

Budget Function: National Defense: Department of Defense - Military (except procurement and contracts} (0051) 

The Subcommittee on Defense requested that GAO pro- 
vide information on the Battlefield Exploitation and Target 
Acquisition (BETA) project for forthcoming hearings on the 
Department of Defense’s (DOD) fiscal year 1981 budget. 
The BETA project is a high risk, joint service effort to 
develop an experimental test bed for automated collection, 
analysis, correlation, and dissemination of tactical intelli- 
gence data. It was established in 1977 to demonstrate the 
feasibility and combat utility of prompt coupling of data 
from target acquisition sensors into tactical combat situa- 
tion displays and firepower systems. in January 1978, the 
Office of the Secretary of Defense (OSD) established a 
$46.5 million funding ceiling through fiscal year I980 to ac- 
complish project objectives. Costs were estimated at $88.2 
million through fiscal year 1984 to achieve the original ob- 
jective which includes $29.4 million for future development 
after a planned 1980 demonstration. Experience with the 
BETA test bed is expected to provide technology transfer 
benefits to service fusion centers, to be developed in the 
near future. Currently, the contractor has completed a limit- 
ed demonstration of test bed communications capability. 
Full system integration tests and an operator training phase 
are planned prior to the planned demonstration in Europe 
later this year. Development plans, changes in test bed 
functional requirements provided to the contractor, and the 
status of software development have been reviewed to iden- 
tify problems which might hinder the achievement of proj- 
ect goals. Considerable difficulty has been encountered in 
developing a BETA test bed with even minimal capability. 
FlndlngsXoncluslons: Changes in system specifications 
have shown that the automation level has been reduced in 
the test bed being developed for the 1980 demonstration. 
The current test bed configuration, “Bare Bones BETA,” is 
designed for automated correlation of sensor data inputs. 
However, some of the automated functions needed to use 
the intelligence data have been eliminated and now must be 
performed manually. The test bed will not be stressed at 

wartime loads during the forthcoming demonstration. While 
the deletion of the division correlation center is a major loss 
in planned capability, the project director feels that the Bare 
Bones configuration is worth testing since it provides a ca- 
pability not currently existing. Cost growth and schedule 
slippage were attributed to contractor difficulty in under- 
standing functional requirements initially, obtaining experi- 
enced computer programmers, and obtaining hardware 
and software from subcontractors. Presently, project offi- 
cials cannot guarantee participation in the planned Euro- 
pean demonstration due to high risk problems which 
remain and uncertainty over the software development 
schedule. In view of these difficulties, the Subcommittee 
may wish to consider the following options before authoriz- 
ing any additional funds for BETA: terminate the BETA 
project after the Bare Bones system tests are completed: 
delay the project about 1 year and make additional funding 
conditional on conducting a more comprehensive field test; 
and approve no funds for future test bed development until 
complete test results are available on the Bare Bones con- 
figuration. 

Agency Comments/Action 

The European demonstration was canceled and the pro- 
gram redirected to production of the engineering develop- 
ment model rather than a research and development test 
bed, pursuant to congressional directives. 

Appropriations 

Research and development - Department of Defense, Army, 
Air Force, Navy 

Appropriations Committee Issues 

Issues include the cost, schedule, and suitability of the test 
bed. 
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ATOMIC ENERGY DEFENSE ACTIVITIES 

WEAPON SYSTEMS 

Need lo Review Procedures for Safeguarding Nuclear Weapons in Transit 
(EMD-79-92, 8-l-79) 

Departments of Defense and Energy 

Budget Function: National Defense: Atomic Energy Defense Activities (0053) 
Legislative Authority: Legislative Reorganization Act of 1970. 

The procedures employed by the Department of Defense 
(DOD) and the Department of Energy (DOE) for protecting 
nuclear weapons while in transit were recently examined. 
Nuclear weapons are most vulnerable while in transit, so 
that security measures taken to protect them outside of 
their storage locations must be sufficient to dissuade sabo- 
tage and theft and to withstand attack. Security procedures 
are based on transportation mode preferences. DOE 
prefers overland shipments in special trailers, while DOD 
prefers shipping by military aircraft. 
FindlngsKZonclusions: Although the protection procedures 
employed by the two departments for weapons in transit ap- 
pear adequate, neither department has ever compared and 
balanced the security, public safety, and cost advantages 
and disadvantages of the transportation modes to deter- 
mine if one is better than the other. Results of a study con- 
ducted to estimate the average probability of a release of 
nuclear materials to the environment showed that a release 
will occur every 192,000 years using special trailers, every 
3,000 years using C-141 aircraft, and every 2,000 years us- 
ing C-130 aircraft A transportation cost comparison for a 
selected route showed that it costs about $20,000 to ship 
by air and $38,640 to ship by special truck. 
Recommendations: It is recommended that the Secretaries 
of Defense and Energy jointly compare the advantages and 
disadvantages of the overland special trailer and military air- 
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craft nuclear weapon transportation modes to determine 
which mode overall provides the highest levels of security 
and public safety necessary at the least cost; establish joint 
criteria consistent with the above determination to be used 
in deciding whether a particular shipment should be moved 
overland or by air; and review the question of why DOE is 
involved in transporting assembled nuclear weapons. 

Agency Comments/Action 

DOD and DOE stated that the present respective transpor- 
tation method should be continued, and that the Depart- 
ment of Energy should continue to transport assembled 
nuclear weapons. 

Appropriations 

Operating expenses - Department of Energy 
Operation and maintenance - Department of Defense 

Appropriations Committee Issues 

The Departments of Defense and Energy should jointly es- 
tablish criteria for deciding whether a particular nuclear 
weapon shipment should be moved over land or by air. The 
criteria should be based on a determination of which mode, 
overall, provides the highest levels of security and public 
safety at the least cost. 
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